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Jospin favours 
Dassault merger 
with Aerospatiale 

French Socialist prime minister Lionel Jospin 
said he favoured a merger of state-owned Aero- 
spatiale and private sector Dassault to create a 
national leader in defence and aerospace. He did 
not say whether a combined group would be in 
the public or private sector. Mr Jospin’s party 
opposes privatisation, but be faces pressure 
from Dassault and from Aerospatiale's partners 
in Airbus to press ahead with the sale of the 
defence and aerospace industries. Page 16 

Europe raises Japan pension stakes: 

European and US fund managers have made 
new inroads into Japan’s huge pension busi- 
ness, almost doubling their assets tinder man- 
agement to Y7,270bn ($64 bn) from Y3,759bn dur- 
ing the 1996 fiscal year. 

Industry angry at German tax plans: 

German industry reacted angrily to revised gov- 
ernment plans to change income and corpora- 
tion taxes next year, warning that they will 
deter foreign investment in Germany and force 
more German companies abroad. Page 2 

Spanish Soda fists pick leaden Spam's 
opposition Socialists chose parliamentary 
spokesman Joaquin Almunia as leader after the 
surprise withdrawal of former prime minister 
Felipe Gonzdlez. Page 2 

GEC Alsthom to decentralise: 

Anglo-French power and transport engineering 
group GEC Alsthom is to decentralise its man- 
agement in its biggest organisational change 
since it was founded eight years ago. Page 17 

Mediobanca executive quits: Mediobanca, 
Italy’s most influential merchant bank, was 
thrown into turmoil by the resignation of senior 
executive Gerardo Braggiotti. who had been 
tipped as a future chief executive. Page 17 

US bank to set up in Europe: Privately 
owned US investment bank Oppenheimer & Co 
is setting up a corporate finance arm in Europe 
in an effort to gain business from technology 
companies seeking to float or merge. Page 17 

China tightens share controls: China 
announced guidelines for international share 
offerings which will tighten controls over listing 
procedures and the injection of state assets into 
red chips - mainland-controlled businesses 
which have surged on the Hong Kong stock 
market this year. Page 17; Green light for HK 
protest, Page 4 

Travel agents challenged: Europe’s travel 
agents must become part of an international 
company or provide specialist services if they 
are to survive the growth of direct sales tech- 
niques, a report says. Page 2 

Rome pressed to cut discount rate: The 

Bank of Italy was under pressure to lower its 
official discount rate after preliminary June 
consumer price figures showed inflation at its 
lowest level for 28 years. Page 2 

Benetton poised to expand: Quoted Italian 
clothing group Benetton is set to expand in the 
sportswear and equipment business while free- 
ing the family holding company to pursue other 
interests. Rage 19 

Australian century: Australian opener 
Matthew Elliott scored a century in the second 
cricket Test against England at Lord's in Lon- 
don. Rain kept play to only 17.4 overs. Australia 
were 213 for seven at the dose, 136 runs ahead 
with one day’s play remaining. 

European Monetary System: Southern 
European currencies remained near the top of 
the EMS grid last week, as belief grew in the 
market that Spain, Italy and Portugal would be 
admitted to the first round of European mone- 
tary union. The French franc stayed rooted to 
the bottom of the grid. Currencies, Page 25 
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The chart shows the member currencies of the 
exchange rate mechanism measured against the 
weakest currency m the system. Mast of the 
currencies are permitted to fl uct uate within 15 per 
cent of agreed central rates against the other 
members of (he mechanism. The exceptions are 
the D-Mark and the guilder which move in a Z25 
per cent band. 

FT-com: the FT web site provides online news, 
comment and analysis at http://wwwJT.com 
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Pollution row hits summit 


G8 leaders angry at lack 
of US backing to cut 
greenhouse gas levels 


By Bruce Clark, Robert Chote 
and Robert Peston in Dernier 

Western European leaders 
reacted angrily yesterday after 
failing to persuade the US and 
Japan to adopt explicit targets 
for the reduction of green- 
house gases, at the summit of 
eight heads of government in 
Denver, Colorado. 

The European Union wanted 
other participants to the sum- 
mit to endorse its self-imposed 
target to reduce carbon dioxide 
emissions, mainly caused by 
the burning of fossil fuels, to 
15 per cent below their 1990 
levels by 2010. 

“I am frankly disappointed 
that not all our partners are 
making quantified co mmi t- 
ments to cutting greenhouse 
gases," said Mr Jacques San- 
ter, president of the European 
Commission. "The future of 
the planet is at stake." 

But President Bill Clinton 
blocked attempts to make this 
commitment in the communi- 
que issued at the end of the 
summit. 

Mr Clinton told European 
leaders they were "making life 
difficult" for him by seeking to 
tie his bands on an issue 
which is sensitive in domestic 
US politics. 

However, he conceded a 
pledge to “meaningful, realis- 
tic and equitable targets that 
will result in reduction of 
greenhouse gas emissions by 


3)10”. The leaders also called 
for better implementation of 
Bosnia’s peace agreement, and 
urged the revival of the Middle 
East peace process. 

The row over greenhouse 
gases will cast a shadow over 
the United Nations environ- 
mental conference which gets 
under way in New York today. 

Environmental issues were 
the main source of contention 
at a summit which found 
broad consensus on the need 


Reports. 


-Pages 


Green talks Page 4 

Editorial Comment Page 15 

to improve job creation while 
preventing parts of the popula- 
tion being excluded from the 
benefits of economic growth. 

President Jacques Chirac of 
France said US resistance 
reflected the fact that it was 
US industries that were the 
biggest contributors to the 
greenhouse effect. "The 
Americans are the biggest pol- 
luters", he declared. 

Spurred by a recent US ini- 
tiative to promote trade and 
investment in Africa, the lead- 
ers also promised to improve 
access to their markets for 
exporters there. 

But they argued that sub- 
stantial flows of development 
aid would still be needed to 
help countries in Sub-Saharan 
Africa meet development 



US president Bill Clinton greets UK prime minister Tony Blair before a dinn er engagement for 
world leaders in Denver, in cowboy boots and casual clothing at Mr Clinton’s request n*M 


objectives. This agreement 
masked irritation on the part 
of the European Union that 
the Clinton administration 
was claiming to be talcing the 
lead in helping the world's 
poorest continent 


The US initiative promises 
to improve access to US mar- 
kets for countries pursuing 
"aggressive growth-oriented 
policies” - a policy which the 
ED criticised as excessively 
conditional "We should speak 


less about initiatives for 
Africa, and act in a more con- 
crete way,” President Chirac 
said. EU officials pointed out- 
that Europe buys twice as 


Continued on Page 16 


US tobacco deal faces tough scrutiny 

Congress may insist on harsher terms 


By Richard Tomkins In 
Now York, Nancy Dunne in 
Washington and Robert Rice • 
in London 

US legislators and public 
health advocates have warned 
that the historic settlement 
between the tobacco industry 
and its foes will face tough 
scrutiny and, in some cases, 
outright opposition when it 
comes before Congress. 

The degree of controversy 
over the $368bn deal could 
mean the tobacco industry will 
have to accept harsher terms 
than those proposed if the set- 
tlement is to pass into law. 

Late on Friday the tobacco 
industry and anti-tobacco law- 
yers announced that they had 
signed an agreement under 
which tobacco manufacturers 
would pay $368bn over the 
next 25 years and accept 
tougher regulation in return 


for immunity from big legal 
claims. 

Critics say the deal lets the 
industry off too lightly. The 
American Lung Association 
described it as “premature and 
wrong”, it said: “By vindicat- 
ing the industry, a deal now 
will tell the public that all is 
forgiven and tobacco use is an 
appropriate and safe behav- 
iour." 

Democrat legislators deeply 
distrust the tobacco industry 
and said they planned to study 
the fine print “You have to 
have a strong hand when they 
[the tobacco companies] try to 
find the boles [in the deal]," 
said Senator Don Wyden. Ore- 
gon Democrat “The history of 
this industry is that it always 
finds the holes." 


Democrats were also con- 
cerned that the deal placed no 
limits on the marketing of cig- 
arettes overseas. Senator 
Wyden said: “The tobacco 
industry negotiators made it 
very dear that they want to 
finance the settlement in the 
US by addicting millions of 
youngsters overseas to tobacco 
products. I want to keep them 
from exporting our problems." 
..Earlier this month lawyers 
from across Europe met in 
Brussels under the auspices of 
European cancer societies to 
co-ordinate legal action 
against the tobacco Industry 
throughout the European 
Union. 

Representatives from the 
meeting have been invited to 
Beijing in August to talk to 


lawyers in the developing 
world. Contacts have also been 
established with lawyers in 
Malaysia, Australia and New 
Zealand. 

Dr David Kessler, a former 
commissioner of the Food and 
Drug Administration who will 
help shape White House and 
Democratic sentiment towards 
a deal, said he had “very seri- 
ous concerns" that the settle- 
ment would impede the ability 


of the FDA to regulate tobacco 
products. Dr Kessler said he 
was in favour of “a resolu- 
tion”. but warned that the deal 
set up “a lot of hurdles for the 
FDA" by requiring the agency 
to prove that eliminating nico- 
tine would not create a black 
market for cigarettes. 

After a court case in South 
Carolina approved FDA regula- 
tion of nicotine, "this seems to 
be a step backward", he said. 

Reports, Page 5 
The smoke dears. Page 15 
Lex, Page 16 
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Eurotunnel 
investors 
close to 
blocking 
bank plan 

By Arxfrew Jack in Paris 

Shareholders in Eurotunnel, 
the troubled operator of the 
Channel tunnel rail link, are 
close lo gathering sufficient 
votes to block the restructur- 
ing plan under negotiation 
between the company and its 
creditor banks. 

Three investor groups, 
which have strongly criticised 
the plan, claim to have col- 
lected enough votes to prevent 
the deal going through. 

An extraordinary general 
meeting scheduled to take 
place tomorrow is unlikely to 
gather a sufficient number of 
the company’s 730,000 share- 
holders to constitute a quo- 
rum. But It will pave the way 
for a second meeting on July 
10 which is likely to prove 
decisive. 

Based on attendance last 
year, the groups estimate that 
57m votes would be needed to 
block the re str u ctur ing plan. 
Ms Sophie L‘H£lias, a corpo- 
rate governance consultant 
representing a Bermuda-based 
institution, says she has more 
than 40m votes in her cam- 
paign to block the plan and 
that she will be collecting fur- 
ther proxies. 

Adacte. a more radical 
shareholder group which 
wants Eurotunnel to be placed 
in the control of a French 
bankruptcy court, claims to 
have more than 10m votes. 

The more moderate Associa- 
tion of Eurotunnel Sharehold- 
ers. led by Mr Christian Cam- 
bier, also says it has more 
than 10m votes. It has critic- 
ised the plan but stresses that 
it will not take a final decision 
until a vote of its 20-strong 
committee on July 2. 

It has called for “a signifi- 
cant gesture” by the banks to 
modify the financial condi- 
tions of the plan, as well as a 
considerable extension of 
Enrotunnel’s concession to 
operate the Channel tunnel 
beyond 2052. 

Meanwhile, representatives 
of the company and its leading 
bankers are in the middle of a 
series of presentations to per- 
suade the total of 174 creditor 


Continued on Page 16 


BSkyB agrees deal to quit 
UK digital TV partnership 


By Raymond Snoddy 
hi London 

British Sky Broadcasting has 
agreed compensation with its 
partners in British Digital 
Broadcasting in return for 
pulling out of the consortium 
following pressure from the 
Independent Television Com- 
mission. 

There are growing signs that 
BDB is now favourite to win 
the digital terrestrial televi- 
sion franchise in the UK. 

Last week the ITC, the UK’s 
regulatory body for commer- 
cial television, made clear it 
wanted BSkyB to pull out It 
was concerned BSkyB might 
come to dominate both satel- 
lite »nd terrestrial digital 
broadcasting in the UK. 

BSkyB will receive £75m for 
its one-third stake In BDB, 
payable if the consortium, now 
owned by Carlton Communica- 
tions and Granada, wins three 
commerdal licences on offer. 

The satellite TV venture, 40 
per cant owned by Mr Rupert 


Murdoch's News Corporation, 
has also agreed an enhanced 
programme supply deal with 
BDB. This will Include Sky 
Sparta and Sky Movies. 

No formal derision has been 
taken by the ITC on whether 
to award the terrestrial 
licences to BDB or Digital 
Television Network, owned by 
NTL, the cable and broadcast- 
ing services group. 

However, the events of the 
past week suggest the ITC is 
now leaning towards BDB. 
One possible factor was the 
fact that the ITC intervened at 
ah to make the BDB consor- 
tium more ’’acceptable” on 
competition grounds. 

More significantly, the ITC 
has insisted that BSkyB chan- 
nels should continue to be 
available to BDB even though 
BSkyB has to pull out. 

Meanwhile, in an interview 
last week Mr Murdoch admit- 
ted that the successful launch 
of digital TV in the UK - satel- 
lite and terrestrial - was vital 
to BSkyB's prospects. 


CONTENTS 


As BSkyB moves in August 
to Its new £l60m a year, four- 
year contract to show English 
Premier League soccer, Mr 
Murdoch accepted that the lift 
he hopes digital will bring is 
needed to pay for such expen- 
sive sports deals. 

“There is a big job with digi- 
tal. We have to get it across. 
We have to expand it We have 
to use it as a means of getting 
many, many, many more cus- 
tomers because of the extra 
money we will now be paying 
for sporting rights," Mr Mur- 
doch said. 

“We are going to have to get 
our prices up to some extent 
and get more [subscribers] in 
order to be able to hold our 
margins," he added. 

The pressure explains why 
BSkyB was interested in try- 
ing to spread its subscriber 
base more widely by joining 
Carlton Communications and 
he Granada Group in a bid far 
digital terrestrial frequencies. 


Horns of a dilemma. Page 19 
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NEWS: EUROPE 


German companies warn that new measures could increase pressures to shift jobs abroad 


Bonn tax plans assailed by industry 


By Peter Norman in Bonn 

German industry has reacted with 
fury to revised government plans 
to chang e income and corporation 
taxes next year, warning that they 
will increase barriers to foreign 
investment in Germany and force 
more German companies and jobs 
abroad. 

In an unusually forthright state- 
ment, the Federation of German 
Industry (EDI) said it “noted with 
consternation’' that Chancellor 
Helmut Kohl’s coalition had 
Ignored its advice and put forward 
plans for "massive" and "unaccept- 


able" increases in taxes on indus- 
try next year. 

Mr Hans-Olaf Henkel, EDI presi- 
dent, said the tax plans , 

which on Thursday will be given 
their second and third readings in 
the Bundestag, the lower house of 
parliament, were a “scandal". 

Mr JOrgen Strobe, chief execu- 
tive of BASF, the chemical group, 
told the magazine Der Spiegel that 
the proposals “strengthened the 
impression that the coalition is los- 
ing control". 

The angry industrial reaction 
adds to uncertainties surrounding 
the 1898 tax bill and government 


plans for more sweeping tax cuts 
and curtailed tax privileges in 1899. 

While both bills should be passed 
by the Bundestag this week, they 
will almost certainly be rejected on 
July 4 by the Bundesrat, the oppo- 
sition-controlled second chamber 
representing the states. A concilia- 
tion committee of both houses of 
parliamen t will than have to ham- 
mer out a compromise. 

Industry’s outcry comes 
as the government’s reputation 
fix' economic competence Is at a 
low ebb. reflecting its recent row 
with the Bundesbank over Ger- 
many’s gold reserves and contin- 


ued high unemp loym en t of xam 

It follows last Friday’s- conclu- 
sion ‘Of the committee stage of the 
1996 tax reform bin, in which the 
coalition partners decided that 
businesses should meet nearly all 
the DM7bn ($4bn) costs of next 
year’s promised reduction from 7.5 
per cent to 5.5 per cent in the "soli- 
darity surcharge", which, is added 
to income and «i r pn rn tiflq t&x bills 
to help eastern Germany. 

The revised plans win produce a 
total net reduction of DMUhn in 
taxes next year, instead of the orig- 
inally planned DM&iSbn. 

Although top rates for income 


Socialists turn to Gonzalez loyalist 


By David White m Madrid 

Spain’s opposition Socialists 
resolved a hectic search for a 
new leader yesterday by 
choosing Mr Joaquin Almu- 
nia, their parliamentary 
spokesman and one of the 
most loyal associates of Mr 
Felipe Gonzalez, the former 
prime minister. 

As the party began to 
come to terms with the 
shock of Mr Gonzalez’s with- 
drawal as leader, announced 
on Friday, his substitute her- 
alded the start of a new era 
and called on other political 
farces and trade unions to 
join “the common cause of 
the left". 

Closing a tumultuous 
three-day congress, Mr 
Almunia set his sights on 
rebuilding “a progressive 
social majority”, and made a 
direct appeal to moderate 
forces within the rival Com- 
munist-led United Left “We 
are ready to start talking 
right now,” he said. 

The bid far a broad left- 
wing platform was reflected 
in economic proposals, some 
of which clearly echoed the 
French Socialists' recent suc- 
cessful campaign - notably a 
redaction in the working 
week from 40 to 35 hours. 

However, the resolutions 
approved at the congress 
made clear a 35-hour week 
should be introduced gradu- 
ally and not be allowed to 
damage competitiveness and 



Joaquin Almtmia raises his arms exnltanfly after his election as the new leader of the 
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productivity. They also 
strongly reaffirmed the par- 
ty’s commitment to Euro- 
pean monetary union, warn- 
ing that delay or failure 
could have dire conse- 
quences. 

After a series of stormy 
meetings and a compromise 
pact with regional Socialist 
chiefs, the party approved a 
new 33-member executive 
committee, including only 15 
survivors from the previous 
one. 

Mr Gonzilez’s surprise 
decision pulled the rug out 


from hardliners, who had 
been preparing for a trial of 
strength to maintain their 
figurehead, Mr Alfonso 
Guerra, as the party’s num- 
ber two. 

Mr Guerra, obliged to back 
down, dropped out of the 
party hierarchy along with 
his main allies. 

A quarter of congress dele- 
gates cast blank votes in the 
ballot for the new executive 
committee, which Included 
only two of Mr Guerra's sup- 
porters. both from the north- 
west region of Galicia. 


Mr Almunia, 49, a Bllbao- 
bom lawyer and economist, 
is a former union adviser 
who became the youngest 
member of Mr Gonzalez’s 
first cabinet in 19R2, as min- 
ister of labour and later of 
public ariirriwlfi t ratimi . 

He is regarded as solid, 
capable and sociable, with 
experience in the party 
machine, as well as In gov- 
ernment and parliament 

However, his appointment 
is widely seen as an interim 
solution, with some at the 
congress describing Mr 


Almunia as “not the heir, 
but the executor of the will”. 

Depending on how soon 
Spain’s next general election 
is called - it is due in the 
year 2000 at the latest - the 
party could either turn back 
to Mr Gonzalez to head its 
campaign, or to Mr Javier 
Solana, whose term as Nato 
secretary-general ends in 
1899. 

Mr Gonz&lez, who has cut 

him coif off ft r y m any official 

party post, but has emerged 
from the con gr ess with hi« 
status anhancad, pointedly 
refused to rule out standing 
again for prime minister. 

But fhte might be Inter- 
preted simply as a way of 
taunting Spain’s centre-right 
government, for whom be 
remains for the time being 
the most formidable oppo- 
nent 

. The desire to keep elec- 
toral options open was seen 
as a crucial factor b ehind Mr 
Almunia ’s appointment, 
after a rival movement built 
tq) behind Mr Josep Barren, 
former public worts minis- 
ter and economic leftwinger. 

It was Mr Borrell who pro- 
vided the sharpest comment 
on what Mr Gonzdlez's 
departure after 23 years as 
leader meant for Spanish 
socialism: “Now we don’t 
have the excuse of waiting 
to see what Mummy and 
Daddy think. Daddy’s gone, 
and now we have to prove 
we’re grown-up." 


tax on business profits and cargok { 
ration tax on retained aaratngrt wfR 
be cut to. 40 per cent from 47- per- 
cent and 45 per emit respectively,' 
businesses will be hit byTess' gen- 
erous depredation rules and plans 
to curtail sharply their scope for 
setting losses against taxation. ' 

Utilities will also be forced to pay 
tax on part of- DM54bn of reserves . 
set aside to cover nuclear f risks. 

The BDI said the plans’ to limit 
the ability of companies to carry 
forward losses and, in emergencies, 
to set losses against profits made 
in earlier years were “ ar b i trary” . 
and “especially serious”. " 


Monks 
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Direct sales challenge to travel agents 


By Scheherazade bypass travel agents and for 

Daneshkhu, Leisure airlines, ferry companies and 

Industries Correspondent hotels to sell direct to con- 
sumers. according to Travel 
Europe’s travel agents must & Tourism Intelligence, for- 
either become part of a large merly the travel consulting 
international company or division of the Economist 
provide specialist services if Intelligence Unit 


they are to survive the 
growth of direct sales tech- 
niques, according to a 
recently published report*. 

Technological advances 
wiH make It easier for pack- 
age-holiday suppliers to 
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Baying on the internet 
and through interactive 
kiosks - which allow people 
to look up holiday brochures 
using touch screens - will 
increase in the leisure mar- 
ket. But the greatest threat 
will emerge once the inter- 
net migrates from the home 
computer to the television. 

Consumers will then be 
able to browse through 


“live" catalogues from then- 
armchair. Once “the quality 
and speed of interactive 
advice is better than the 
information supplied by the 
travel agent, the counter 
cleric will be under threat", 
according to the report. 

The speed of the threat 
depends on how quickly the 
cost of the technology falls 
and the extent to which con- 
sumer resistance to buying 
direct is overcome. 

Travel agents also see a 
challenge in the introduction 
of a European single cur- 
rency. While the euro will 
lead to savings In travel 
companies’ foreign exchange 


bills, those which derive a 
large proportion of their 
income from foreign cur- 
rency sales, such as Thomas 
Cook, will have to rethink 
their strategy, according to 
the study. The risks of Euro- 
pean monetary union 
include failing to make a 
smooth technological 
changeover to the euro and 
mfatfndgiag pricing in euros. 

Further consolidation in 
the European business 
travel market will be inevita- 
ble as companies compete to 
obtain the best return on 
investments In technology. 

The largest European busi- 
ness travel agents - Ameri- 


can Express, Hogg Robinson 
and Carison-Wagonlit - are 
already dominant in north- 
ern Europe and Germany. 
The prize for Europe-wide 
coverage will go to compa- 
nies which achieve a signifi- 
cant market share in the 
smaller markets of Spain, 
France and Italy. 

The trend towards seg- 
mentation in the business 
travel market is also likely 
to intensify, according to the 
report. 

‘The European Travel 
Agency Industry, Travel & 
Tourism Intelligence, SI 
Doughty Street, London 
WC1N2LS, £425!$690 


By Kerin Hope 
in TtMsaalorAd 

A com m u nity of Orthodox 
irmnira tn northern Greece 
emerged last weekend as 
one of the more improbable 
groups opposed to the Euro- 
pean Union’s Schengen 
accord, which abolishes 
internal EU border controls. 

The monks of Mount 
Athos fear that Schengen 
will restrict their traditional 
right to offer sanctuary. 
They have signalled their 
anger by refus in g to lend- 
Icons, illuminated mamt- 
scripts and embroidered 
vestments from five monas- 
teries to an exhibition at 
Thessaknrihl 

Even monasteries which 
contributed tfww Indicated 
disapproval of the Greek 
parliament’s ratification of 
Schengen by sending only 
junior clerics to ntfpwl the 
exhibition's opening festivi- 
ties. 

Despite reassurances from 
Mr CoBtas Simitis, the 
Socialist prime minister, 
that the “special character- 
istics erf Mount Athos” will 
be protected - presumably 
including its ban on women 
and almost all female ani- 
mals - the monks are stand- 
ing firm. 

Blount Athos, overlooking 
the northern Aegean, is an 
antonomous Orthodox 
republic which , has seen its 
monastic populatioir Swell 
from 1,500 to more than 
4JM0 to the past six years. 
Many are novices inspired 
by tbe religions revival that 
followed the demise of com- 
munism to the former Soviet 
Union. 

Last year, a group of vet- 
erans from the Bosnian war 
took refuge in Saint Hflar- 
i an, a Serbian foundation. 

Tbe Greek government 
would be deeply embar- 
rassed if the republic 
became a haven for alleged 
war criminals and is pres- 
suring monasteries to 
strengthen ties with the out- 
side world. ... 



FresB u re is mounting on the Bank of Italy to lower Its 
Official discount rate after preliminary June consumer 
price figures showed inflation at its lowest level in 28 


Consumer price rises in five large Italian cities - Mil a n , 
Florence, Genoa, Trieste and Bari -averaged L5.per cent 
this month compared with 1-6 per cent in May. 

. Although other in^portant dtias^re dne to report 
inflation figures today, the figures published last weekend 
have TflriBdlad the growfog e e^ cygatthefiahkof 

Italy's tight monetary policy..' 

Questioned at the G7 summit In Denver Mr Romano 
Prodi, the Italian prime minister, said that the Italian 
(flsocrant rate was now “enormously high”. Whfle he did 
not want to give “lessons” -to Mr Antonio Fazio,' the Bank 
of Italy's governor, Mr Froth noted that “central banks - 
know that every reduction is good for the country." - 
‘ Of aU European central bank governors, Mr Fazio has 
persisted longest vrith a tight monetary policy. The 
official discount ratehaS stood at 6.75 per cent since 
January 22. when the central bank cut it from 7.5 per 
cent.- -•-< Paul Betts. Milan 

Minister throws in towel 

A rare outburst <rf moral outrage in Russia has led to Mr 
Valentin Kovalyov stepping down as Justice minister after 
a newspaper published aU^jattons that he bad cavorted 
with naked women in a sauna frequented by an infamous 
mafia gang. 

* The Top Secret newspaper last we& printed a series of 
grainy photographs, taken in September 1995, showing Mr 
Kovalyov to a compromlstog position. Mr Kovalyov, 
appointed justice minister in January 1895, has claimed 
the photographs are a fabrication bnt has stepped down to 

frig nawp • 

Mr Yuri Luzhkov, the pugnacious mayor of Moscow, led 
the att a ck against Mr Kovalyov, saying it was 
"impermissible that someone charged with such a high 
post should indulge in Unmoral acts ”. 

Mr Victor Chernomyrdin, prime minister, demanded 
that Mr Kovalyov should answer the allegations, but said 
that he should be gtvsnachance to exonerate himself. 
“Kovalyov denies everything. He is a lawyer. He knows 
bow to defend himself. Let him prove it is not true," said 
Mr Chernomyrdin. . John Thornhill, Moscow 

Romanian privatisation move 

In a move to accelerate its privatisation programme, 
Romania’s government has authorised the State Prope rty 
Fund (SGF) to sell its majority stake in 11X10 companies 
on the Bucharest s tock gvrhang o nmi the over-the-counter 
TwarVut (Rasdaq). Mr Utoj S ptoaaw n, minie ter for reforms , 
said that tbe government expected SOF to complete the 
■process by the end of the year. 

The new reformist government has sold more than 700 
state companies this year. Most of these, however, have 
been mnati shops and workshops. 

If put into effect, the number of companies to be offered 
via the stock exchange and Rasdaq will be very modi 
higher than the 220 previously planned, and will 
significantly enhance the activity of both of these 
institutions. 

The government may be responding to strong criticism 
from, representatives of the stock exchange and Rasdaq 
that they were not being given a sufficient role in the 
privatisation process. In particular, they disliked a 
decision to offer some companies via the London and 
Thessaloniki stock exchanges rather than in Bucharest, 
for reasons that seemed to have more to do with foreign 
policy than business sense. Anatdl Idiom, Bucharest 

Yilmaz boosted by defection 

Mr Mesut Yilmaz. the secular conservative leader who 
hopes to be Turkey’s next prime minister, received a 
boost yesterday by the defection to his cause of a 
politician from file rival centre-right True Path party. 

Mr Yilmaz, who has pledged to keep Turkey's resurgent 
Islamists out of office, can now count on a maximum of 
266 votes in the 550-seat pa rliamen t, and is confident of 
further defections from among anti-Islamist dissidents in 
Mrs Tansu Qfller’s True Path. 

“We now have a chance to end the crisis which the 
(former Islamis t-led] government has brought this 
country into," Mr Yilmaz, leader of the Motherland Party, 
told supporters at a rally in Istanbul 

Hie bwa given Mtwwtf until thg mrt of thin mont h to 
secure enoug h backing for a right-left alliance that could 
win a confidence vote in parliament. Reuter, Istanbul 
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Czech business feels high interest rate heat 

C zech company bosses before they got better. difficult period. “Medium- “If s a really tough time Though there is evidence they have fallen back from 

hoping for a fall in The construction sector, sized firms have fallen into for companies now, espe- that exporters are be ginning their peak; overnight rates 

painfully high inter- heavily dependent on state serious financial problems, daily those relying on to gain ground - exports touched 500 per cent before 
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crippling business, said 
things would get worse 


before they got better. 

The construction sector, 
heavily dependent on state 
contracts and largely 
immune to the recent depre- 
ciation of the koruna, is 
expected to be hardest hit by 
the reduction in state spend- 
ing announced in the past 
two months. 

The Union of Construction 
Entrepreneurs said that 40 
per cent of building firms 
were facing losses, and pre- 
dicted a big shake-out to the 
sector. 

Industry executives 
agreed. Mr Ivan MareS, gen- 
eral director of cement- 
maker Lafarge Be ton, said 
that only big companies 
would be able to ride out a 


difficult period. “Medium- 
sized firms have fallen into 
serious financial problems, 
and small firms are almo6t 
killed. And It may get worse, 
because competition for 
available contracts will be 
that much stronger.” he 
said. 

Other sectors that could 
feel the heat are steel, tex- 
tiles. engineering and pulp 
and papa-, which are often 
undercapitalised and have 
high debts. There is concern 
that the enormous cost of 
borrowings at companies 
with limited cash flow will 
force them to resort to what 
Czech businesses often do at 
the first sign of trouble - 
stop paying th ei r bills. 


It’s a really tough time 
for companies now, espe- 
cially those relying on 
domestic orders,” said a 
western banker in Prague. 

Even the koruna’s depreci- 
ation of about 10 per cent 
against a combined D-Mark/ 
US dollar peg after it was 
floated last month has not 
offered much comfort to 
exporters, to whom the 
Czech central bank and the 
government are looking to 
revive growth. The currency' 
edged higher again last 
week, protected by the high 
interest rates. 

The engine for the first 
quarter’s modest growth was 
consumer spending rather 
than corporate activity. 


Though there is evidence 
that exporters are beginning 
to gain ground - exports 
soared 28 per cent in April 
after months of stagnation — 
they played second fiddle to 
high-spending Czech con- 
sumers in pushing the econ- 
omy ahead at the start of the 
year. 

Until there is a sustained 
swing away from spending 
towards expart-led gr owth , 
the central bank is consid- 
ered unlikely to reduce inter- 
est rates as it concentrates 
on maintaining currency sta- 
bffity. 

Short-term borrowing 
costs for companies are 
roughly double what they 
were six weeks ago, though 


they have fallen back from .... 

their peak: overnight rates 
touched 500 per cent before 
the koruna was floated. 

The central bank is cau- 
tiously dismantling techni- 
cal defences around the 
koruna, but high interest ' & 
rates are a key prop as it 
waits for a tightening of fis- tjfi, 
cal policy through the gov- 
ernment's pledge to cut up ___ 
to 8 per cent from this year's 
budget 

“The central bank wants ture." 
to see evidence that demand The 
is weakening, and then it hinted 
will start easing" monetary tbe cent 
policy, said Mr Boris Gomez, on a re 
economist at 1NG Barings to is llkelj 
Prague. “A significant eas- 
ing is still not to the pic- V 



- .- Mr&t 


ture.” 

The government has 
hinted it would like to see 
tbe central bank decide soon 
on a reduction. But any fan 
is likely to be gradual. 

Vincent Boland 
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An office with a phone 

How novel. A 


The Nokia 9000 Communicator. A phone, fax, Web browser, E-Mail terminal, SMS message device and personal organiser in one. 

At selected outlets of Dunns. Dixons Tax Free, John Lewis Partnership PC Work}, Peoples Phone Talttand. The Carphone Warehouse. The Lint and afl good Vi dependent rctaUc*$ end computer dealers. 


NOKIA 

Connecting People 
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fails to win 
admirers 


By Gerard Baker In Denver 

US President Bill Clinton 
clearly relished persuading 

m 05 t of the Other s ummi t 

leaders to join him in <jo n . 
ning cowboy boots for the 
western-style dinner and 
musical extravaganza in 
Denver on Saturday night. 

But any hopes the US 
might have had that Euro- 
pean and Japanese leaders 
would leave the summit pro- 
posing to emulate the highly 
successful American eco- 
nomic model were disap- 
pointed. 

Throughout the weekend 
the echoing US theme - 
barely suppressed triumphal- 
ism about its economic per- 
formance in the last feu- 
years - clearly Irritated the 
other heads of government 
and finance ministers. 

Though the final summit 
statement had warm words 
for US achievements - 
steady, robust growth, low 
unemployment and low 
inflation - there was little 
enthusiasm for the US model 
of economic individualism 
based on flexible labour mar- 
kets, an accommodating reg- 
ulatory approach, and a 
small and dtmmichinp p U fr_ 
lie sector with minimum 

social protection. 

US officials denied they 
had been seeking a formal 
endorsement of their system. 
But the tone of their 
remarks before the summit 
suggested US leaders had 
been expecting a little more 
recognition that the late 
1990s had proved the ulti- 
mate global success of Amer- 
ican capitalism 
As world leaders arrived 
last week. Mr Clinton said 
other countries could learn 
not just from the traditional 
features of the “Anglo- 
Saxon" approach, but also 
from what his supporters 
call "Clintonomics” - reduc- 
ing the federal budget defi- 


cit. opening markets to 
trade, and investing in edu- 
cation and training. 

One of the principal archi- 
tects of these policies, Mr 
Larry Summers, deputy 
Treasury secretary, was 
characteristically direct “It 
is little wonder that other 
nations are looking to the 
American example for eco- 
nomic policy inspiration in 
much the same way that 
Americans recently looked 
abroad," he wrote on the eve 
of the summit. 

One European official 
described the French delega- 
tion as "miffed” at the 
Americans' effusive self- 
praise and the harsh words 
of some in the US for the 
rigidities of French and 
European markets that have 
produced mass unemploy- 
ment. 

Mr Jacques Santer, presi- 
dent of the European Com- 
mission, told the summit 
that while he congratulated 
the US on its achievements, 
Europe had its own success- 
fill model based on "solidar- 
ity and cohesion”.The view f 
of many of the non-US par- 
ticipants was that the US 
economic performance of the 
last few years merely 
brought into sharp focus 
both the positive and nega- 
tive aspects of the US model 
The US has not yet properly 
dealt with the downside of 
its system - inequalities of 
income and wealth, poor 
quality public education and 
health services, and the 
social problems it produces. 

In Denver itself widespread 
drug abuse and serious 
crime are as much a part of 
the fabric as low unemploy- 
ment and high-tech busi- 
nesses. 

“They keep tailing us how 
successful their system is,” 
said one official of a Europe- 
an government. “Then they 
remind us not to stray too 
far from our hotel at night” 


Regulators to 
work together 


By Robert Chote, 

Economics Editor 

Finance ministers from the 
Group of Seven leading 
industrial countries backed 
legal changes to improve co- 
ordination between financ ial 
regulators at the weekend, 
while committing them- 
selves to continued struc- 
tural reforms and fiscal belt- 
tightening. 

In a report to heads of gov- 
ernment at the Denver sum- 
mit, the finanp a minis ters 
said they would support 
changes to laws and regula- 
tions that would make it 
easier for supervisors of 
globally active financial 
institutions to exchange 
information on a confiden- 
tial basis. 

A joint forum of interna- 
tional regulatory bodies has 
agreed that a single co-ordin- 
ating supervisor could be 
appointed to ease the 
exchange of information 
when multinational Institu- 
tions get into trouble. Bat 
turf wars between domestic 
regulators in the US are 
hampering efforts to reach 
agreement on the precise 
role of these co-ordinators, 
finance ministry officials 
warned. 

The finance ministers are 
studying the legal and prac- 
tical barriers which often 
make it difficult for national 
regulators to share informa- 
tion with their counterparts 
In other countries. 

In some cases, for exam- 
ple. information cannot be 
shared with other regulators 
unless it is made public. 

But the G7 wants to 
improve co-ordination while 


maintaining confidentiality. 

The statement released 
after the finance ministers’ 
meeting welcomed the per- 
formance of the world econ- 
omy over the past year, not- 
ing that growth was stable, 
inflation low and budget def- 
icits falling. For the first 
time it also included pre- 
scriptions for policy in indi- 
vidual countries. 

The US was urged to 
remain vigilant against a 
resurgence of Inflation, to 
balance its budget, and to 
promote savings. 

Japan was pressed to con- 
tinue deregulation and to 
keep its trade surplus in 
check by boosting domestic 
demand. Germany, France 
and Italy were all urged to 
undertake structural 
reforms to boost job cre- 
ation, while continuing to 
cut budget deficits. 

The UK “must keep infla- 
tion pressures under control 
and maintain budget deficit 
reduction w hile strengthen- 
ing the economy’s long-term 
growth potential, particu- 
larly through education and 
welfare reform”, the state- 
ment said. 

Mr Gordon Brown, the 
chancellor of the exchequer, 
said this endorsed his exist- 
ing agenda. 

The finance ministers also 
tried to inject new. urgency 
into the troubled search for 
an agreement on the expan- 
sion of the International 
Monetary Fund's capital 
base and overdraft facility 
for central banks. They 
called far "substantial agree- 
ment” by the time of the 
IMF’s annual meeting in 
September. 


By Bruce Clark in Denver 

Sir Leon Brittan, 
vice-president of the Euro- 
pean Commission, had a 
neat formula to describe the 
role of Russia at the Denver 
meeting: distinctive but not 
disruptive. 

President Boris Yeltsin, 
whose presence in Denver 
has turned the Group of 
Seven into the summit of the 
eight, has certainly dis- 
played flashes of his distinc- 
tive style during his visit to 
the Rocky Mountains. He 
surprised Mr Ryutaro Hashi- 
moto, the Japanese prime 
minis ter, by proposing a 
“strategic partnership” 
between Moscow and Tokyo 
- complete with a “hot line” 
enabling them to communi- 
cate during crises. 

Mr Hashimoto suggested it 
might be easier to swap tele- 
phone numbers. He also par- 
ried an invitation to visit 
Moscow this year with an 
ingenious alternative: the 
two of them should meet for 
an "informal weekend" In 
Siberia. 

But Russia's contribution 
bad none of the apocalyptic 
flavour which marked its 
previous visits to the G7. 

At the Munich summit of 
1992 and In Tokyo a year 
later, Mr Yeltsin pleaded for 
financial aid to save his 
country from the forces of 










One more for dinner: Yeltsin (third from left), Tony Blair, Ryutaro Hashimoto, Helmut Kohl (partially obscured), Bill 
Clinton, Jacques Chirac, Jean Chretien and Roman Prod! retire for a celebratory meal on the last night of the summit raw 


The US and Britain won support 
yesterday in Denver for a strongly- 
worded appeal to China to respect civil 
liberties after it regains control of 
Hong Kong. Bruce Clark writes. 

The eight nations urged Beijing to 
observe its 1984 accord with the UK on 
preserving Hong Kong’s way of life. 
Mr Robin Cook, the UK foreign secre- 


tary, said the statement meant that 
Britain could count on international 
support if there was any threat to 
Hong Kong's freedom and prosperity. 

The eight also warned the parties to 
the Dayton agreement on peace in Bos- 
nia they would forfeit reconstruction 
aid unless they fulfilled the terms 
of the settlement, which include 


the surrender of war criminals. 

Mr Tony Blair, the UK prime minis- 
ter, urged the US - which has pledged 
to withdraw Its troops from Bosnia in 
mid-1998 - not to abandon the war 
zone in forma* Yugoslavia: “We went 
Into this for a particular reason, and if 
we got out and simply left people to 
fight again it would be a disaster.” 


darkness and reaction. In 
Naples in 1994, he threat- 
ened to keep Russian troops 
in the Baltic states indefi- 
nitely: In Halifax, Canada, 
he held forth passionately on 


a hostage crisis unfolding in 
southern Russia; at the time 
of last year's Lyons s ummi t, 
he was too busy fighting for 
his political life - and physi- 
cal health - to attend at all 


This year, by contrast. 
Russian officials have been 
basking in the success of 
their recent eurobond issue 
and thrashing out the terms 
on which their country 


might be admitted to the 
World Trade Organisation. 
Sir Leon, following up on a 
visit to Moscow a few days 
ago, has assured Russia it 
will be deemed a market 


visions 


economy by the EU from the 
moment it joins the WTO. 
This will mitigate Russia's 
exposure to EU anti- 
dumping action. 

The EU expects Russia to 
start winning its WTO spurs 
by making ap offer on tariff 
reduction, with a binding 
maximum rate, next month, 
and a proposal to free up ser- 
vices. such as telecoms, 
transport, construction and 
banking, in the autumn. 

The EU wants to see 
greater transparency in Rus- 
sia's farm subsidies and cus- 
toms procedures - os well as 
clearer rules on food label- 
ling and alcohol licensing. 

Worthy as these endea- 
vours undoubtedly are, they 
are hardly different in any 
obvious way from the issues 
that the US and the EU dis- 
cuss with all their other 
trading partners. Intimations 
of global catastrophe were 
certainly present in Denver 
- in the eight leaders' 
loosely worded pledges to 
work harder on nuclear 
safely, infectious diseases, 
the regulation of human 
cloning, deforestation and 
transnational crime. But 
Russia, as port of its evolu- 
tion into a more or less nor- 
mal member of the interna- 
tional community, seems at 
least temporarily to have 
lost its monopoly on the 
apocalypse. 


The euro. 

It's all about 
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cse. ever, as we 
ABN AMRO Bank is in the final stages 
of preparation for the introduction of 
the new currency. Significant invest- 
ments have ahead)' been committed 
and a network of 1,200 offices is in 
piace throughout Europe. AIJ of which 
means that, we’re ideally positioned to 
help you make the most of Lite much- 
anticipated euro. 
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The nnaocialTimes plans to publish a Survey on 

France 


on Wednesday, September 24 


For further Information, please contact: 
Lindsay Sheppard 

Tel: +44 171 873 3225 Fax: +44 171 873 3204 
or Paul Maravlgna 

Tel: +33 1 53 76 82 51 Fax: +33 1 53 76 82 53 
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Thailand seeks boost to foreign funds 


By Ted Bardacke 
in Bangkok 

Thailand's new finance 
minister, Mr Thanong 
Bidaya, said at the weekend 
his priority was to ensure 
the country maintained a 
high enough level of capital 
inflows to pay far its rapidly 
maturing foreign debt 
At the end of May, Thai- 
land had $85bn in foreign 
debt Of this $66bn is owed 
by the private sector, mostly 
borrowed through facilities 


which have maturities of 366 
days or less. 

With Thailand running a 
balance of payments deficit 
so far this year, analysts 
have expressed concern that 
as these debts come doe, the 
country will be forced to pay 
for them with foreign 
reserves, thus halting its 
ability to defend the value of 
its currency- 

But Mr Thanong declined 
to say how he expected to 
boost capital inflows, other 
than to say he would travel 


overseas to talk to investors. 

He said he needed “a few 
days" to set a policy agenda 
on the two key issues facing 
financial authorities; how to 
push through a controlled 
clean-up of the struggling 
fin ancial system and how to 
engineer a more flexible 
exchange rate system so that 
interest rates can be low- 
ered. 

Some reports in the local 
press suggested one of the 
ways to attract more foreign 
capital and help ?il * n g finan- 


cial institutions being con- 
sidered by Mr Thanong and 
the central bank was to raise 
foreign ownership limits on 
financial institutions to 49 
per cent up from the current 
25 per cent 

Many analysts also believe 
that the currency basket to 
which the baht is pegged 
will he altered very soon, 
giving more weight to the 
Japanese yen at the expense 
of the US dollar, thus allow- 
ing for more flexibility. 

Mr Supachai Panftchpakdi, 


who is a prominent opposi- 
tion economist and former 
central banker and who was 
also Mr Thanong's bass at 
Thai Military Bank in the 
late 1980s, called for such a 
move at the weekend. 

Bnt while calling Mr Than- 
ong a competent manager, 
many financial industry 
executives continue to ques- 
tion his ability to push 
through painful reforms to 
the financial system, given 
bis lack of political dout and 
the fact that for the past 


four years he led a commer- 
cial bank, Thai Military, into 
a position where it is widely 
regarded as the most trou- 
bled ;md least profitable all 
the main banks in the coun- 
try. 

The prime minister, 
GeneralCbavalit Yougchai- 
yudh, recognised Mr Than- 
ong*s vulnerability, saying 
that be would remain in 
overall charge of the econ 
omy and continue to listen 
to a number of different 
advisory teams. 


Bank’s 

appeal 

could 

delay 

sell-off 


By Ken Warn 
in Buenos Aires 

The timetable for the 
privatisation of Argentina's 
post office, Encotesa, has 
been thrown into doubt 
after international invest- 
ment bank ING Barings 
claimed it had been unfairly 
excluded from the bidding. 

ING Barings said it would 
lodge an appeal with tire pri- 
vatisation commission by 
Wednesday's deadline and 
would take its case to a 
higher court if necessary. 
An appeal threatens to delay 
the auction of Encotesa, 
planned for July 28. 

“I cannot believe our 
exclusion is anything other 
than an error by one of the 
Argentine technical guys,” 
Mr Steve Darch, ING’s gen- 
eral manager in Buenos 
Aires, said recently. “We 
don’t want to complicate 
this process, bnt if our 
appeal is not accepted there 
could be something of an 
international scandal. “ 

Encotesa, which has 
recorded deficits of abont 
$40m in each of its last two 
financial years, has only 
abont 40 per cent of the 
Argentine postal market 
and has become a by-word 
for inefficiency. 

However, local and inter- 
national investors are 
attracted by the prospect of 
rising postal volumes and of 
using some its 6,000-plus 
branches nationwide as 
sales points for financial 
and other services. 

One of the three consortia 
still in the running after 
last week's decision includes 
Banco de Galicia, Argen- 
tina's biggest private sector 
bank, which has had techni- 
cal advice from the British 
Post Office. 

Terms of the sale state 
each bidder must have tech- 
nical advice from a member 
of the Universal Postal 
Union, the Berne-based 
organisation grouping the 
world’s mam postal opera- 
tors, to ensure future effi- 
cient running of Encotesa. 

ING Barings' technical 
adviser Is Nepostel, a postal 
consultancy set up by KPN 
Holding of the Netherlands, 
which operates the priva- 
tised Dutch postal sy stem 
through fis subsidiary PTT 
Post. Argentine officials 
have said Nepos tel did not 
qualify as a UPU member. 


OBITUARY: FIDEL VELAZQUEZ 


Mexican labour’s unassailable boss 


F idel Velazquez, the 
undisputed leader of 
the Mexican Workers 
Confederation (CTM) for 
more than half a century, 
has died at the age of 97. 

His death on Saturday has 
robbed the ruling Institu- 
tional Revolutionary party 
(PRO of a towering moral fig- 
ure in the midst of an 
intense election campaign. 
Opinion polls indicate the 
July 6 vote could see the PRI 
lose its majority in the lower 
house of Congress for the 
first time in 68 years. 

The loss of “Don Fidel", 
who left no heir apparent at 
the CTM, is also expected to 
stir some deep soul-search- 
ing within the official labour 
movement. The 11,000 affili- 
ated trade unions must now 
decide who will succeed Don 
Fidel - a taboo question dur- 
ing his lifetime - while 
avoiding internecine war- 
fore. 

Even if unity is main- 



tained during the leadership 
struggle, the CTM faces 
other, equally divisive ques- 
tions. Should the confedera- 
tion, which claims fim mem- 
bers, remain affiliated to the 
ruling party and c ontinue to 
support PRI governments 
responsible for unpopular 
privatisations and the ero- 
sion of real incomes? And 
how might it stem the grow- 


ing number of defections to 
rival federations? 

As a temporary expedient, 
Mr Leonardo Rodriguez 
Alcaine, the 78-year-old elec- 
tricians’ leader, has assumed 
the day-to-day running of 
the confederation, although 
it is not known how long he 
wfli remain at the halm 

Were Don Fidel still alive, 
he would no doubt have 
been nominated, unopposed, 
far another eight-year term. 
He was the great survivor of 
Mexican politics. 

After taking control of the 
official labour movement in 
1941 (apart from a brief 
interlude between 1947 and 
1950 which he sport in Con- 
gress), Don Fidel built an 
unassailable position which 
defied the tenets of Mexico’s 
political system. While tear 
of dictatorships led post-rev- 
olutionary Mexico to limit 
presidential terms to six 
years and ban re-election, 
Don Fidel carved a flefdom 


for himself that flouted those 
rules even as he became a 
fundamental pillar of the 
regime. 

Don Fidel faithfully deliv- 
ered the trade union vote for 
the PRI in the election of 
nine Mexican presidents, 
and they repaid the favour 
with quotas for labour repre- 
sentatives in Congress, a 
large social security system, 
subsidised food in the cities, 
protective labour laws, and 
revolutionary rhetoric on 
Labour Day. 

After the 1994 peso devalu- 
ation, which plunged Mexico 
into a deep recession, he 
cancelled the traditional 
May Day parade for three 
consecutive years to spare 
President Ernesto Zedillo the 
full blast of labour discon- 
tent 

Tens of thousands of rebel 
trade unionists, however, 
have marched on Labour 
Day in defiance of Don 
Fidel’s wishes. 


The independents, led by 
Mr Francisco Hernandez 
JuSrez of the telephone 
workers' union, last year 
launched a “Forum for a 
New Trade Unionism" which 
was joined by some of the 
most strategic trade unions, 
Including teachers, pilots, 
social security employees 
and some unions in the elec- 
trical vehicle assembly 
industry. 

The Forum wants a new 
Labour Code to emancipate 
the labour movement. It 
advocates freedom of associ- 
ation against the present 
practice of the closed shop, 
and gaoks to emphasise the 
importance of training, per- 
formance-related pay and 
labour productivity. 

Personal rivalries have so 
far prevented Forum leaders 
from creating a new labour 
confederation, but whatever 
the outcome, the old style of 
labour relations look set to 
be buried with Don Fidel 


‘Sludge’ and ‘dreams’ at green talks 


F ive years after pledg- 
ing at the Rio de 
Janeiro Barth Summit 
to pursue environmentally 
sustainable development, 
world leaders meet in New 
York today to review prog- 
ress. It could be a short 
meeting. 

The achievements, said Mr 
Derek Osborn, chairman of 
the publicly funded Euro- 
pean Environment Agency, 
can be summed up as 
“Slightly Less Unsustainable 
Development, Genuflecting 
to the Environment” - 
“sludge" for short. 

Officials organising 
today’s special session at the 
UN General Assembly point 
to a greater awareness of 
environmental problems but 
few of the specific commit- 
ments made at Rio have 
been put Into practice. 

Most glaringly, industria- 
lised countries have foiled to 
increase aid - as promised 
in Rio - to help developing 
countries fight poverty. The 
by-products of poverty, such 
as rapid population growth, 
inefficient use of natural 
resources and. unsafe water 
supplies, all have a signifi- 
cant bearing on the environ- 
ment 

Little progress has been 
made either in protecting 
biological diversity and in 
fighting desertification 
under conventions set up at 
Rio. 

Deforestation has actually 
accelerated, though some 
private sector companies 


BLAIR BACKS POLLUTION CURBS 


Mr Tony Blair, the UK prime minister, wiQ 
today pot environmental protection at the 
heart of his government's agenda with a 
speech criticising the US and other indust- 
rial countries to reluctance to sign up to 
new targets to cutting emissions of carbon 
dioxide, Robert Peston in New York writes. 

He will say developed countries' govern- 
ments must take a lead in persuading their 
citizens to change their lifestyles and 
businesses to alter their practices, if 
damaging increases in global temperatures 
and in sea levels are to be prevented. 

His speech to the UN special summit will 
set a broad framework to future tax and 
regulatory changes aimed at protecting the 
environment. 

Mr Blair will say that UK government 
initiatives will aim at promoting renewable 


energy sources, increasing efficiency in 
energy consumption and creating an 
environmentally focused transport policy. 
Ibis is expected to be translated in the 
forthcoming budget into a cut in 
value-added tax on insulation materials and 
a possible increase in tax on company cars. 

He will co nfir m the UK co mmi tment to 
reducing carbon dioxide emissions by 20 per 
cent compared with their 1990 level by 2010. 
This is a more challenging goal than the 
European Union target of a 15 per coit cot 
by 2010. Responsibility for setting new 
carbon dioxide targets must foil on the 
leading Industrialised countries, since these 
are the main producers of greenhouse gases, 
Mr Blair will say, apparently rejecting the 
US argument that any protoo>I on emissions 
must include developing countries. 


have made a start in promo- 
ting sustainable forestry. 

Indeed, many environmen- 
tal experts think that busi- 
ness must step into areas 
where governments have 
foiled. 

Greater involvement in 
sustainable development by 
non-governmental organisa- 
tions, including private com- 
panies. is widely regarded as 
the biggest achievement 
since Rio. 

Local authorities and busi- 
nesses in 2,000 communities 
have drawn up action plans 
under the Agenda 21 strat- 
egy launched at Rio for sus- 
tainable development at 
grassroots leveL 

While official aid to devel- 
oping countries fell last year 


by 2 per cent to *44bn. pri- 
vate capital increased by a 
third to $24&8bn, according 
to the World Bank. 

"Governments are in disar- 
ray and fragmented on a lot 
of these issues," said Ms 
Eileen Claussen, US assis- 
tant secretary of state for 
yntermitirm fl} envi ronmenta l 
affairs. “The private sector 
has the ability to make 
phangp and to influence gov- 
ernments, if only they would 
pick up on this." Govern- 
ments, t h oug h , must set a 
-framework” of incentives, 
she said. 

Mr Stephan Scftmidheiny, 
the Swiss billionaire and 
chief theoretician for green 
business, said the main task 
of governments was to 


demolish “the wall of subsi- 
dies and tax regimes which, 
promote the wasteful use of 
resources”. 

According to the World 
Bank, two-thirds of the sub- 
sidies that cause environ- 
mental damage are doled out 
by the developed world. 

German coal subsidies, for 
example, accounted for 70 
per emit of the $9-5bn given 
to energy producers by gov- 
ernments In the Organisa- 
tion for Economic Co-opera- 
tion and Development 

Elimination of OECD coal 
producer subsidies alone 
would reduce global emis- 
sions of carbon dioxide, one 
of the greenhouse gases 
associated with climate 
change, by L5 per cent 


Mr Ernst von Weizsacker, 
a German environmental 
expert argued that only a 
fourfold Increase in effi- 
ciency in the way raw mate- 
rials are used can deliver 
sustainable development 

Governments, undeterred 
by past failures, will 
in New York launch a gran- 
diose “global action plan” 
to provide safe drinking 
water for the one-fifth of the 
world's population that lacks 
it 

The most important 
part of the draft proposals - 
given the lessons of the 
past five years - is the insis- 
tence on creating the condi- 
tions to encourage private 
sector investment in water 
supply. 

Private water operators 
are already moving into 
medium-income developing 
countries, such as Argen- 
tina, to take over the run- 
ning of inefficient water dis- 
tribution and supply 
networks. 

The best chance that 
governments have of restor- 
ing their besmirched reputa- 
tion is to focus on pro- 
viding more powerful incen- 
tives for business and other 
non-governmental organisa- 
tions. 

In the process, this could 
help deliver what Mr Osborn 
calls "Development Record- 
ing Environmental and 
Material Success" - or 
“dreams”. 

Leyla Boulton 
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Truce may end 
in salmon war 


By Scott Morrison 
in Vancouver 

The US and Canada have 
failed once again to set fish- 
ing quotas for Pacific north- 
west salmon, raising the pos- 
sibility of punitive measures 
imposed by the Canadian 
side. 

After three days of talks, 
negotiators for the two coun- 
tries strongly expressed deep 
disappointment that their 
counterparts were unwilling 
to make concessions to reach 
an agreement While they 
said they could resume dis- 
cussions early this week, it 
appeared there was little 
point in continuing teller. 

"There is still a consider- 
able gap between our two 
positions." said Mr Yves For- 
tier. Canada's chief negotia- 
tor. Mr Fortier complained 
that the US position had 
hardly changed since the 
last round of discussions 
broke down a month ago. 

The two sides said they 
were awaiting instructions 
from their respective govern- 
ments on how to proceed, 
less than one week before 
the first contentious salmon 
run Is due to reach coastal 
waters near Vancouver- 

US and Canadian commer- 
cial fishing fleets intercept 


salmon native to tbs other 
country, but Canada claims 
the balance weighs heavily 
In the favour of the US. The 
two nations have relied on 
one-year, patchwork accords 
to prevent overfishing since 
1992 and Canada is con- 
cerned the US may this week 

Start fishing fianarfia n -ho rmri 

salmon without established 
quotas. 

Mr Fortier, who had been 
seeking a long-term agree- 
ment to divide the CS500m 
(US$360m) salmon fisheries, 
blamed the US side for foil- 
ing to make "reasonable and 
equitable sacrifices” to con- 
serve stocks and balance the 
harvest. 

A British Columbia official 
Involved In the talks ques- 
tioned US good faith at the 
bargaining table. The US 
team said Canadian conces- 
sions were not substantive 
enough to safeguard the sur- 
vival of threatened US 
aalwtsn stocks. 

The failure of the talks 
prompted a harsh response 
from the British Columbia 
premier, Mr Glen Clark, the 
most vocal critic of the US 
position. Mr Clark said Can- 
ada should take “strong 
actions to demonstrate we 
are prepared to protect our 
natural resources". 
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Green light for 
HK protest 

Mr Tung Cteetm. Hook Kong's ftnurc 
leader, has signalled that the Democratic 
Party will be able to hold a planned 
demonstration in the territory's 
Legislative Council building shortly after 
the transfer of sovereignty next week. 
Responding to the Democrats' plan tu 
speak against the post -colonial legislature 
from the balcony of the existing 
Legislative Council, Mr Tung said there 
would be no problem if the protest was 

peaceful. "Nothing will spoil the happiness 

of the occasion." he said, referring to the handover. 

“There will be people who want to express their views in 
different ways, through demonstrations and so on. So 
long as they are lawfiil. so long as they are peaceful, they 
will be fine." 

Mr Martin Lee. the Democrats leader, also played down 
the prospect of a confrontation. "We want to do 
everything peacefully." he said. "1 don’t think they will 
block us.” He said that party members would be In place 
in the building before midnight, and that he would use a 
ladder if necessary to join them once the official midnight 
handover ceremonies had been completed. The Democrats 
strongly oppose establishment of the Beijing-backed 
Provisional Legislature, which will replace the existing 
elected chamber. 

They have also condemned new laws which tighten 
police control over demonstrations which are due to be 
voted into law when the provisional legislature holds its 
first meeting on July 1. John Ridding . Hang Kong 

Emerging Markets: Hong Kong. Page 24 

Macao gaining accord 

Portugal and China have reached an accord on a revision 
on Macao's gambling monopoly which leaves Dr Stanley 
Ho in charge of the territory’s lucrative casino franchise 
thmngh its return to China in 1999. The accord, 
announced at the weekend after two days uf folks in 
Lisbon, resolves a protracted Sino- Portuguese dispute 
over funding for a Lisbon-based foundation. It also gives 
the Macao government an increased slice of the territory's 
gambling revenues. Betting taxes account for almost half 
of government revenues in Macao, underlining the 
importance of the industry to the local economy. Under 
the previous franchise. Dr Ho's STDM paid 30 per cent of 
its casino takings in tax. 

That has been raised to 31.8 per cent. Under the terms 
of the accord. STDM will also pay US$6.3m to an 
unemployment fund. It will contribute 1.6 per cent of its 
gross takings to a new Macao development foundation, 
apart from a US$22.7m down-payment to the foundation. 

Although raising contributions from Dr Ho's franchise, 
the accord confirms he will keep control of the monopoly 
until the licence expires in 2001. John Ridding. Hong Kang 

Venezuela gambling move 

The Venezuelan congress is this week to approve a 
controversial gaming law in an attempt to crack down on 
hundreds of illegal casinos, one of the principal channels 
of widespread money laundering. The Law will tighten 
regulation of the gaming industry and drastically cut the 
number of casinos and bingo parlours nationwide. 
According to one of the bill’s several articles already 
approved, customers with more than $5 .GOO in cash must 
now report the origin of their funds. 

Casinos will be able to operate only in five-star hotels 
with a capacity of more than 200 guests, subject to the 
approval of the nation’s president. Casinos will also face a 
special 120 per cent tax. Officials at the National 
Anti-Narcotics Commission in Caracas say they are a key 
dement in the initial phase of laundering revenue from 
drug sales. An estimated S2.5bn is laundered in Venezuela 
annually. Raymond Cotitt. Caracas 

Sharon eyes finance ministry 

Mr Ariel Sharon ( pictured 
left), Israel’s hawkish 
infrastructure minister, is 
poised to be appointed 
Israel’s finance minister 
when Mr Benjamin 
Netanyahu, the prime 
minister, announces a 
reshuffle of his cabinet 
The reshuffle, expected 
tomorrow, follows the 
resignation last week of 
Mr Dan Meridor as finance 
minister. Government 
officials yesterday said Mr 
Sharon was a leading 
contender for the coveted 
treasury post If appointed, 
political analysts said Mr 
Sharon would have 
greater influence on 

government policymaking, including the peace process. 

The former general was a driving force in Israel’s 
establishment of Jewish settlements throughout the 
Israeli-occupied West Hank in the early 1990s. 

Financial analysts predict Mr Sharon would be unlikely 
to carry out a tight fiscal policy if he wins control of the 
treasury. Mr Meridor had maintained a tight rein on 
government expenditures and pushed through a ShkTJbn 
($2.ibn) cut in Israel's 1997 budget during his year as 
finance minister. Am Machhs, Jerusalem 

Pol Pot handover ‘soon 5 

Pol Pot, the Khmer Rouge leader, is still alive and will be 
handed over to the Cambodian government very soon, a 
government general confirmed yesterday. “Pol Pot is still 
alive. 1 met torn this morning," said General Nhiek Bun 
Chfaay. Earlier yesterday, Cambodian Second Prime 
Minister Hun Sen said he bad received an unconfirmed 
report that the 69-year-old guerrilla leader, blamed for the 
“killing fields" deaths of over a million of his people in 
the 1970s. was dead. He has long suffered from malaria. 

Mr Nhiek Bun Cbhay, Cambodian aimed forces' deputy 
chief of general staff, who has spearheaded talks with 
Khmer Rouge renegades who broke with Pol Pot earlier 
this month, said the guerrilla leader was being detained 
at the Anlong Veng jungle headquarters of the breakaway 
foction which captured him last week. He said that the 
breakaway faction had agreed to dissolve its political and 
military wings and recognise the government and that 
Pol Pot would be handed over to the gove rnmen t 
The general said he did not talk to Pol Pot but saw him in 
a house where he was being held. Reuter, Phnom Penh 

Congo political figures held 

The government of Mr Lament Kabila in Congo (formerly 
Zaire) has detained several political figures who were 
prominent during the rule of ousted former President 
Mobutu Sese Seko. News of the arrests followed an 
announcement at the weekend that the bosses of state 
enterprises had been collectively suspended. 

At least eight leading political and former government 
figures from the Mobutu era, not all allies of the ousted 
president, were arrested last week, according to famil y 
members and associates. A government official would 
only confirm the arrest of two political figures and one 
director of a state owned company. He named the director 
of Ozac (The Zairean Office of Standards Control) Mr 
Fundu Kota, as one of those arrested, but did not n«wi» 
the others. Reuser. Kinshasa 
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NEWS: US TOBACCO DEAL 


Tobacco groups may face global onslaught 


the big 
winner 


It is a safe bet that all the 
big tobacco companies 
involved in the US settle- 
ment have calculated that 
they will gain more tha^ 
they lose: otherwise, they 

would not have agreed to It. 
But not all seem likely to 
benefit to the same degree. 

The biggest winner will 
probably be Philip Morris, 
the largest US tobacco com- 
pany. Although it has 49 per 
cent or the US tobacco mar- 
ket, and will therefore *nalt» 
the biggest contribution to 
the $368bn settlement, it is 
financially much stronger 
than the other companies. 

It also derives only 30 per 
cent or its operating profits 
from US tobacco, with the 
rest coming from its fastr 
growing international 
tobacco, Kraft food and 
Miller beer businesses. And 
since it is already dominant 
In US tobacco. It stands to 
gain from the proposed 
advertising curbs because 
they will make it harder far 
other companies to chip 
away at its market share. 

RJR Nabisco, number two 
in the US market with a 24 
per cent share, is financially 
weaker than Philip Morris 
because it is still burdened 
with debt from a $25bn 
leveraged bay-out that it 
underwent in 1988. Further, 
it relies on the US for 50 per 
cent of operating profits, 
and its Winston and Camel 
brands have been struggling 
to compete with Philip Mor- 
ris's Marlboro. 

However, elimination of 
the litigation risk should 
enable RJR Nabisco to ftilfil 
its ambition to spin off its 
Nabisco food business to 
shareholders - a move that, 
if fulfilled, would bring a 
big boost to the parent com- 
pany's stock price. 

Britain's BAT Industries 
has 16 per cent of the US 
market through its US sub- 
sidiary, Brown & William- 
son Tobacco. Bat the group 
is mnch less heavily exposed 
to the US market than the 
big US companies: it earns 
less Prom tobacco sales in 
the US than it does from 
Europe or Latin America, 
and it also has a big finan- 
cial services division. 

Lorillard, with 8 per cent 
of the market, is also part of 
a larger group with deep 
pockets: Loews, ran by the 
Tisch family, which has a 
diverse range of holdings. 

Liggett, part of Mr Ben- 
nett LeBow's Brooke Group, 
which broke with the US 
tobacco industry to negoti- 
ate a separate settlement 
last year, is more vulnera- 
ble. With less than 2 per 
cent of the market, it is in 
serious financial difficulties 
and faces bankruptcy unless 
acquired or otherwise res- 
cued soon. 

Richard Tomkins 


T he tobacco industry is 
facing co-ordinated 
legal action across the 
world by health authorities 
seeking to recover health- 
care costs associated with 
smoking following the 
$368bn deal reached with US 
cigarette makers in Wash- 
ington last week. 

Claims by the industry 
that the agreement with the 
40 states' attorneys genera] 
was simply “a US solution to 
a US problem" with few, if 
any. implications elsewhere, 
were dismissed by lawyers 
behind similar actions 
against the industry in other 
countries. 

Mr Martin Day. the Lon- 
don solicitor whose firm, 
teigh Day & Co. is acting on 
a no-win, no-fee basis for 4T 
lung cancer victims suing 
Imperial Tobacco and Gal- 
laher. the UK's biggest ciga- 
rette manufacturers, said: 
“The torch used to light this 
bonfire in the US will spread 
worldwide." 

The effect was already 
being seen in the UK. be 
said, where n health author- ’ 
ities, ted by Croydon health 


The social cost: is it in the price? 
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district, south London, 
announced on Friday that 
they would sue the tobacco 
companies for healthcare 
costs associated with smok- 
ing. 


Source: Smith Barney 


The British Medical Asso- 
ciation puts the cost of treat- 
ing smoking-related diseases 
in the UK at more than 
£SOOm t$990m) a year. 

“Health authorities all 


over the world are going to 
be saying: *if the US tobacco 
companies are prepared to 
accept they should bear 
some of the financial cost or 
treating smoking-related dis- 
eases. why should it be any 
different in our country’.” he 
said. 

Mr Day said lawyers from 
across Europe met in Brus- 
sels earlier this month under 
the auspices of European 
cancer societies to co-ordi- 
nate legal action against the 
tobacco industry throughout 
the European Union. 

They have been invited to 
Beijing in August to talk to 
lawyers in the developing 
world. Contacts had already 
been established with law- 
yers in Malaysia. Australia 
and New Zealand, he said. 
China is the world's biggest 
cigarette market with 
l,639bn cigarettes sold there 
each year. 

The industry maintains 
the US settlement has few. if 
any. implications for the rest 
of the world, primarily 
because the industry outside 
the US already meets a sig- 
nificant amount of the social 


costs associated with smok- 
ing. 

Mr Michael Prtdeaux of 
BAT industries, whose 
Brown £ Williamson subsid- 
iary has 16.6 per cent of the 
US market, said the UK 
health authorities were miss- 
ing the point. “In the US. 
cigarette tax, both state and 
federal, amounts to only 30 
per cent of the retail price, 
whereas in the UK it is 79 
per cent." 

Internationa] statistics 
showed that the UK govern- 
ment received almost the 
same revenue - about ?l3bn 
- from the 80bn cigarette 
market in the UK as the US 
government did from a mar- 
ket of 48Qbn cigarettes, he 
said. 

“The fact is that in the US. 
cigarettes bear a lower tax 
burden than practically any- 
where else in the world, 
including Chinn." 

The lax rate in Brazil. 
BAT’s second largest market 
is 74 per cent. In most of the 
EU. cigarette tax is above 70 
per cent. In Kenya, it is 54 
per cent and in India, the 
world's fourth largest mar- 


ket with lOObn cigarettes 
sold each year, the rate is 55 
per cent 

However, his argument is 
also rejected by lawyers. Mr 
Day said the big difference 
about the US agreement was 
that for the first time the 
money would be paid by the 
industry. Cigarette tax is 
met largely by individual 
smokers. 

M r Day believes that 
the US agreement 
and the mounting 
pressures of claims all over 
the world inevitably mean 
the industry will be driven 
into a worldwide settlement 
sooner rather than later. 

In the UK. at the begin- 
ning of July, a High Court 
judge will be appointed to 
hear the UK smokers' 
claims. 

His job will be to decide 
the common issues to all 47 
cases, such as the effects of 
tar and whether smoking 
causes lung cancer. 

■’If we succeed on those 
issues, it will be a judgment 
not just for those 47 cases 
but for all future lung cancer 


cases. There are 35,000 lung 
cancer sufferers in the UK 
about 20.000 of whom have a 
chance of suing successfully. 
So the industry could sud- 
denly find itself facing a 
Eibn annual bill.” That sum 
would exceed Imperial and 
Gallaber's combined annual 
profit of £900m, 

“After that it’s a question 
of the impact on the City. Do 
the tobacco companies go to 
trial and risk losing, further 
upsetting their sharehold- 
ers? The pressure to settle 
will be enormous. 

“Gallaher says it will con- 
tinue to fight these cases. 
But 1 remember when Lig- 
gett Group announced its 
deal in March. Philip Morris 

said it would never settle. 
The US pressures will spill 
over to the rest of the world, 
there’s no question he said. 

Tobacco industry analysts 
said yesterday they expected 
tobacco shares to remain sta- 
ble in London today. 

BAT closed up 7p at 5S9 on 
Friday before the terms of 
the US deal were known. 

Robert Rice 


Companies look FDA readies to take up tobacco duties 
to Asian market 


While the US tobacco 
companies’ concessions in 
their deal last week have no 
direct bearing on their pros- 
pects abroad, it is a different 
- and sometimes tough - 
world out there. 

Take Vietnam. for 
instance. The Asian coun- 
try's demographics make it a 
tantalising prospect for ciga- 
rette companies in search of 
fresh markets. 

About 50 per cent of Viet- 
namese are under 25 and the 
country's population of 75m 
is growing by 2 per cent a 
year. A study in a US medi- 
cal journal recently found 
that 72 per cent of Vietnam- 
ese men are smokers. 

Moreover, rising affluence 
in the cities is creating a 
consumer class in a country 
that has been poor for 
decades. 

However, the going has 
been tough for Philip Morris 
and British American 
Tobacco, whose “555" brand 
is manufactured under 
licence by the state tobacco 
monopoly. Pressure from 
that monopoly, which fears 
losing market share, is 
thought to be behind recent 
legislation severely curbing 
foreign companies' market- 
ing efforts. 

Last week. Hanoi 
announced a ban on foreign 
tobacco companies sponsor- 
ing sporting and cultural 
events. It also decided to 
stop licensing any more for- 
eign investment in cigarette 
manufacturing. 

That came on top of a 1995 
ban on tobacco advertising. 
Merchandising, to which the 
foreign companies had 
turned instead, was also lim- 


ited under another set of 
rules issued early this year. 

Meanwhile, in Japan, the 
industry reacted calmly to 
the US deal "The situation 
in Japan is different from 
that in the US.” said Mr 
Maseru Mizuno. president of 
Japan Tobacco, the priva- 
tised domestic tobacco pro- 
ducer. He was refering to the 
fact that Japan is a less liti- 
gious society. 

The Japanese courts’ posi- 
tion that smoking is an issue 
that should be left to individ- 
ual judgment appears to 
bear out the view at Japan 
Tobacco that recent develop- 
ments in the US are unlikely 
to have an immediate impact 
on the Japanese market, the 
third largest after the US 
and China. 

The Japanese tobacco mar- 
ket, at abont Y4,000bn 
($34-8bn) has been growing 
each year for the past seven 
years, albeit at a moderate 
rate. 

While smoking in public 
has become less acceptable, 
moves to curb smoking and 
protect non-smokers from 
the effects of tobacco have 
largely been restricted to 
bans on smoking in such 
public places as railway sta 
tions and cinemas. 

But for US companies 
which might view that as a 
less hostile environment in 
which to do business, there 
is still the problem that 
Japan Tobacco has about 80 
per cent of the domestic 
market 

Jeremy Grant, 
Michiyo Nakamoto 


The US Food and Drug 
Administration, which will 
regulate tobacco products if 
the deal goes through, is 
responsible for protecting 
the health of the nation 
against impure and unsafe 
foods, drags, cosmetics and 
other potential hazards. 

The products under its 
jurisdiction account for 25 
cents of every consumer dol- 
lar spent 

It deals with a wide range 
of issues - from breast 
implants to food additives 
and labelling to the produc- 


tion of medical products and 
safety of the blood supply. 
However, It has always been 
reluctant to take on the 
tobacco companies and (heir 
powerful friends in Con- 
gress. 

No one has yet seen the 
fine print in the deal with 
the tobacco companies. But 
Mr Robert Bntterworth, Flo- 
rida attorney general, said: 
“The industry that has 
never been regulated before 
will now be the most regu- 
lated industry in America.” 

However. Dr David Kes- 


sler, FDA commissioner 
until last November, was 
less enthusiastic. Yesterday 
he said the agreement sets 
up "a lot of hurdles for the 
FDA” in requiring that it 
prove that eliminating nico- 
tine will not create a black 
market for cigarettes. 

“This seems to be a step 
backwards, “ he said, insist- 
ing that the FDA has 
already won the power to 
regulate nicotine in a South 
Carolina court case. Dr Kes- 
sler was the first FDA head 
to take on the cigarette com- 


panies, but he moved cau- 
tiously. deciding against 
challenging tobacco as a 
lethal drag to be banned or 
tightly regulated. 

However, he designated 
use of tobacco by teenagers 
as a pediatric disease and 
argued cigarettes were a nic- 
otine delivery system. It was 
on this basis that President 
Clinton launched a politi- 
cally popular regulator}' ini- 
tiative to curb teenage 
smoking, restricting sales to 
those under 18 and severely 
cutting advertising. 


The FDA's powers are by 
no means unrestricted. It 
has tried and failed to keep 
dangerous dietary supple- 
ments off the market 
It has been harshly critic- 
ised for moving to approve 
new drugs too slowly, but 
its performance - particu- 
larly for AIDS related drags 
- has improved in recent 
years. In fiscal 1996. its 
average review time was 15 
months, about half the time 
required in the 1980s. 

Nancy Dunne 
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General e Bank, a European Leader 
in investment funds management. 



Generale Bank is the leading investment fund manager 
in Belgium and one of the largest in Europe. 

Our success, based on the ability to satisfy clients 
needs, is evidenced by our strong, indepth, long term 
performance record. 
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1992 - 94 

2 nd 

All Funds 

1995 

3 rd 

All Funds 

1996 

2 nd 

All Funds 


Micropal Awards - Offshore Funds, Larger Group. 



Generate Bank. A European Banking Group 
with its roots in Belgium. 
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NEWS: UK 


Government supports efforts by the City to block proposed European legislation over bids 


Ministers to challenge EU on takeovers 


By David Wighten 
Political Correspondent 

The government is hacking 
City efforts to block pro- 
posed EU-wide legislation on 
the conduct of takeover bids 
which is due to be debated 
by the European parliament 
on Wednesday. 

Ministers will argue that 
takeover rules should be a 
matter for individual mem- 
ber states under the princi- 
ple of subsidiarity. 

The government’s stand 
will be welcomed by the 
Takeover Panel, which has 
been lobbying hard to pre- 
serve the non-statntory sys- 
tem of bid regulation in the 
UK. Supporters say the cur- 
rent self-regulatory system 
provides speed, flexibility 
ynri certainty, which would 
be threatened if parties had 
recourse to the courts. 


Because the directive is 
subject to the co-decision 
procedure, the parliament 
has a significant role in the 
eventual outcome. 

The Takeover Panel has 
been trying to persuade 
members of the European 
parliament that while there 
Is a case for harmonising EU 
takeover rules, which in 
most countries are much 
less strict than in the UK, 
there are much more impor- 
tant issues for the comple- 
tion of the single market 

Mr Alistair DeMez, direc- 
tor-general of the panel, has 
written to MEPs expressing 
"very serious concerns” 
about the proposal “This is 
the wrong measure, at the 
wrong time,” he wrote. 

The City is also concerned 
that some MEPs see the 
directive as an opportunity 
to make bids more difficult 


and preserve jobs. The Euro- 
pean parliament's legal 
affairs committee has put 
forward an amendment 
which would make "safe- 
guarding jobs” one of the 
duties of the offeree compa- 
ny’s board. 

A committee report con- 
cludes that harmonisation 
would "make it possible to 
establish a degree of loyalty 
between the various stock 
market players with the ulti- 
mate aim of discouraging 
purely speculative raids”. 

Safeguarding jobs should 
he a "primordial concern”, 
the report says, and the com- 
mittee would not be pre- 
pared to back bids "whose 
sole motive would be to 
obtain purely financial 
advantages”. 

Mr Defries has been trying 
to persuade MEPs that such 
issues are a matter for com- 


petition policy and have 
nothing to do with rules gov- 
erning the conduct of bids. 

The panel's opposition to 
the directive was strongly 
tacked by the Conservatives, 
but there have been some 
doubts over the new Labour 
government's position. 

In opposition, some former 
frontbenchers privately 
expressed support for bring- 
ing the Takeover Panel 
within Labour’s proposed 
statutory system of financial 
regulation. 

And in Brussels there has 
been a view that a Labour 
government might take a 
softer line in opposing the 
new directive. But Mrs 
Helen Liddell, economic sec- 
retary to the Treasury, has 
made clear that there are no 
plans to bring the panel 
within the expanded Securi- 
ties and Investments Board. 



BnmknCan 

Helen Liddell, the chief economic secretary to the Treasury 


Mobile phone users 
face number change 


Local authorities face 
squeeze from tax move 


By Alan Cane 

The UK's 7m mobile phone 
users will be forced to 
change their numbers over 
the next four years after a 
ruling by OfteL the telecom- 
munications regulator, 
which most operators claim 
is unwelcome and unneces- 
sary. 

The change is designed to 
ensure that all so-called 
“find me anywhere” num- 
bers, which indude mobile 
services, paging services 
and personal numbers, start 
with the prefix 07. 

At present, mobile num- 
bers begin with a variety of 
prefixes in rinding 03, 04.05 
and 09. 

Personal numbers, or 
"numbers for life”, already 
begin with the 07 prefix. 
They are marketed by a 
number of operators includ- 
ing British Telecommunica- 
tions. 

Holders are guaranteed 
that they will never have to 
change their number and 
that the same number will 
reach any type of telephone. 


whether fixed or mobile. 

The change is likely to 
anger subscribers who have 
held the same number for a 
long time or who want to 
retain the same number 
when changing operators. 

Mobile operators are criti- 
cal of the move. Vodafone, 
the UK’s largest operator, 
said It was an unfortunate 
decision which would lead 
to confusion in the short 
term. Orange Communica- 
tions said: "It is bad for cus- 
tomers and unnecessary." 

Most current subscribers 
do not realise they will have 
to change to an 07 number 
by 2001, with the conse- 
quence for business that sta- 
tionery and logos bearing 
mobile numbers will have to 
be altered. 

The move by Oft el has 
overturned an earlier deci- 
sion that mobile services 
should change to the 04 pre- 
fix, taken after "Phoneday” 
in 1995 when UK numbers 
last went through a big re vi- 
sion. 

Now Oftel, which has 
responsibility for the UK’s 


number stock, has warned 
operators that the 04 range 
can no longer be used for 
mobiles, insisting that only 
the 07 range is to be used 
from now on. 

CeUnet, the UK’s second 
largest mobile phones opera- 
tor, said it was Important 
that the first numbering 
change involving mobile 
phones should go smoothly: 
“We can foresee serious dif- 
ficulties,” it said. 

Oftel believes that the 
high level of "churn” - sub- 
scribers moving between 
operators or leaving the net- 
work, coupled with the 
move from the older anal- 
ogue networks to more effi- 
cient digital services - 
means that customers will 
be little inconvenienced by 
the change. 

Orange Communications 
said the move may put off 
the date for mobile portabil- 
ity - the ability of a cus- 
tomer to retain the same 
nnmber when changing 
operators - until late 1999 
when most subscribers are 
on the 07 prefix. 


By Jonathan Guthrie 

The abolition of tax credits 
to pension fluids on advance 
corporation tax, expected in 
the July 2 Budget, would 
force many local authorities 
to Increase local taxes or cot 
services, experts wans. 

The tax reform would 
reduce the dividend income 
of pension funds by 20 per 
cent. This would be cata- 
strophic for many local 
authority pension funds, 
which have big shortfalls 
between expected income 
and commitments. Pro- 
grammes of contribution 
increases put in place last 
year to solve this problem 
would be derailed by the tax 
change. 

hi contrast the majority of 
company pension schemes 
could weather the loss of the 
tax credit 

“Local authority funds 
have been hammered over 
the last 10 years - all their 
surpluses have been used 
up, so they are in a very 
poor position to take any 
more kicks to the head,” said 


Mr Graeme Muir, a partner 
of Hymans Robertson, the 
actuarial firm. 

Mr Muir estimated that 
funding’ deficits would widen 
by 10 to 15 per cent if ACT 
tax credits were abolished. 
Most local authority funds 
suffer such deficits. Accord- 
ing to a survey conducted 
last year, the bottom fifth 
expect their long-term 
income to be 20 per cent or 
more below outgoings. 

To compensate local 
authorities for the change to 
ACT. Mr Muir said employer 
contributions would have to 
rise by 5 per cent of payroll 
costs a year. This burden 
would be passed on to local 
residents. Although the 
Labour government is com- 
mitted to abolishing the Con- 
servatives’ rate-capping 
regime, it is expected to keep 
a tight reign on any rises. 
Therefore, cuts in services 
are more likely. 

Mr Richard Cockcroft, 
director of corporate services 
at Gloucestershire County 
Council, said: “I am already 
putting an extra £lm into 


the fund a year to maintain 
solvency of 80 per cent of 
liabilities, and that is at the 
expense of frontline ser- 
vices." He said the abolition 
of the tax credit would be 
"extremely negative”. 

The deficits run up by 
most local authority funds, 
which have total assets of 
£60bn (S99bn), are due partly 
to a reorganisation insti- 
tuted by the last govern- 
ment. Headcounts were 
often cut by giving staff 
enhanced pensions for retir- 
ing early. 

In addition, in 1989 the 
government told councils to 
cut solvency levels to reduce 
local taxes. Mr David Lewis, 
corporate finance director of 
Kent County Council, said 
its £1.3bn fund had a funding 
deficit of some 20 per cent. 

He said: “If ACT tax cred- 
its are abolished we will be 
even worse hit. Under the 
current capping regime we 
can only spend £1.027bn a 
year. We are not in a posi- 
tion to claw back money 
from an employer as a com- 
pany scheme can." 


UK NEWS DIGEST 

$4 12m ‘road 
to rail’ plan 

Detailed proposals for a £3S0m ($4UWm> upgrade of rail 
lines linking the Channel tunnel between England and 
■ LYancc and Glasgow in Scotland to allow them m take 
i piggyback" wagons earning road trailers are to 
| -e put to the government by Railtrack within the next 
. rtonih. 

I Revised projections by Railtrack have cut Siam off the 
i / st of the plan, the most ambitious freight scheme since* 
..-ivatisation of the rail network. However. £lS0m of gov- 
-nment grants may be needed to make it viable. The 
<. rgrade would involve modifying tunnels, bridges and 
- ..lions of track to take the piggyback wagons, which an* 
higher than existing wagons. 

Controversy has surrounded the costing of the project. 
Railtrack originally said the scheme would eostglUhn but 
last year produced revised costings of nearly £330m^ran*- 
ing concerns that the scheme would not be viable. The 
latest forecast is accepted as realistic by English 
Welsh & Scottish Railway, the largest UK rail freight 
operator. 

Mr Robin Gisby, Railtrack head of freight, said the 
route could be in operation by 2003. However. Mr Julian 
Worth. EWS business development manager, said the 
company hoped to start a service transporting road tank- 
ers. which fit into existing tunnels, within the next 
12 months. Charles Batchelor. London 

■ GOVERNMENT SPENDING 

Extra funds may go to schools 

A switch of resources from social security to schools 
could take place as early as next year, the Treasury indi- 
cated yesterday, in a modest modification of the Labour 
government's tough adherence to departmental expendi- 
ture limits inherited from the previous Conservative gov- 
ernment. 

Amid warnings from junior ministers of a funding crisis 
in schools. Treasury officials said that if savings in non- 
cyclical social security could be found by the autumn . 
then the extra funds would go to education. 

During the election, labour said no government depart- 
ment would be allowed to spend above ceilings bid down 
in last year's Budget. Speaking at the end of the G7 sum- 
mit in Denver, Mr Gordon Brown, chancellor of the exche- 
quer, denied this position had been compromised. 

But the move was described as "a clear breach of an 
election promise" by the Conservative party’s Mr Peter 
Lilley, shado w chancellor. Liam HaUigan in London 

■ NORTHERN IRELAND 

Sinn Fein urges talks resumption 

Mr Martin McGuinness, one of the leading strategists 
with Sinn Fein, the political wing of the Irish Republican 
Army, yesterday urged the British government to resume 
official contacts with his party in the Interests of peace at 
the marching season by Protestants loyal to the UK 
fuelled sectarian tension in Northern Ireland. 

“The task facing us, if it is to be successful, needs abso- 
lute clarity, and this can best be accomplished in face to 
face discussions,” said Mr McGuinness. 

In Bellaghy. County Londonderry, police turned up in 
large numbers at a loyalist march which passed off peace- 
fully. There had been fears of clashes between Protestants 
and Catholics. Jimmy Bums in Belfast 



YOKOHAMAJAPAN 

. The Best of Both Worlds 


East and West. New and Okl. 

Y okohama has all the amenities you would expect of Japan's 
second largest city. This dynamic metropolis features Minato 
Miral 21 , a world-class commercial and economic hub with art- 
ting-edge facilities and attractions. Yokohama Is a high tech, city of 
the future which blends cosmopolitan allure with Its rich history as the 
leading window to the world since the mid-1 800's, 

For the international businessperson who demands only the best you 
couldn't ask for more. Located only 30 km south of Tokyo (25 min. 
by train), Yokohama offers ultramodem infrastructure and the nation's 
largest harbor, ft's international atmosphere will make you feel total- 
ly at home, both on and off the job. 

To learn more about all that Yokohama can do for you and your busi- 
ness, contact us today at our new representative offices in Kuala Lumpur 
and Firankfurt 


Gty of Yokohama announces the openings of offices 
Kuala Lumpur and Frankfurt . 


MnatoMraiZi 
District and MLFujr 


Kuala Lumpur Representative Office 

23 Floor UBN Tower, 10 Jalan P. Ramlee 
50250 Kuala Lumpur, Malaysia 
Tel : 60-3-2062697 Fax : 60-3-2062701 
Chief Representative : Yuichi Tamaru 


Frankfurt Representative Office 

12 FloorTaunustor Japan Center, Taunustor 2. 
60311 Frankfurt Am Main, F.R.Germany 
Tel : 49-69-24231 1-0 Fax : 49-69-24231 1 1-5 
Chief Representative : Takahiro Yamazaki 



City of Yokohama 

Tel: 81 -45-671 -2594 Fax : 81-45-664-4867 
http : //wwwxity.y okoh amajp 
New York Shanghai Kuala Lumpur Frankfurt 
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THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


H TODAY 

Abbey National Treasury 714% 
GW Nts 1998 £77.50 
All Nippon Airways 4V5>% Nts 
1998 V450000.0 
Ascot 3.9p 

Bristol & West Bldg Scty 
10*4% Sb Bd 2018 £107.50 
Finland 10>fe% Bd 2008 
210125 

Greenalls 10V6% Db 2017 
£525 

IAWS IR1 .531 p 

Jets Irrt Ser F Sec FRN 1997 

Y1 47124.0 

Kingspan lR2.8p 

Lasmo 10%% Db 2009 

£5.1875 

MMC Irrt Fin 6% Bd 1998 
$60000.0 

NBron Doro Kodan 7% GW 
Bd 2006 $700.0 
Do 9%% Gtd Bd 2000 
$468.75 

Perpetual Inc & Grwth inv Tst 
1-89p 

Royal Bank of Scotland 9%% 
Sb Bd 2015 £962^0 
Sage 0.97p 

Spintab 716% Bd 1997 $750.0 
Sumitomo Realty & Dev 4%% 
Nts 1998Y45OC0O.O 
Do 4.8% Nts 2000 Y480000.0 
Tokyo Tatsmono 5% Bd 2000 
Y5Q0000.0 

Do 52% Bd 2003 Y520000.0 
Top Ink 5.05% Bd 2000 
Y505000.0 

Unilever TW% Bd 2004 

UK COMPANIES 


■ TODAY 

COMPANY MEETINGS: 

Foreign & Colonial Income Growth 
tavTst, Exchange House. Pr ln wosa 
Street EC, 1Z15 

GT Inoome Growth Tst 125. London 
Watt. E.G, 12.00 

Mghbuy Hocm Cemmuniationa, 
New Barbican Hotel, 120. Central 
Street derttenweD. EC- 11J00 

BOARD MEETINGS; 


Adam Printing 
AEA Technology 

Aflen 

Harvey McftoS* 
TBI 

interims 
Lo ratio 


■ TOMORROW 

COMPANY MEETINGS: 

Abbott Mead Vickers, Four Seesone 
Hotel. Hantitton Place, Part Lane, W, 
11.00 

Alpha Airports, Excefewr Hotel 
(Hecfriro*), Beah Road. West Drayton. 
Middbsax. 11.00 
Bering Stratton tmrTst, 155, 
BbtaDso&ie. EC-. 2.30 
David Brawn, Moor House, lift 
London Waft EG. 1140 
Ffexteoh, ISO. Great Pratbnd Street. 
W„ 12.00 

Govott oriental tnv Tst, Iro nm ongers* 
Hal. Shaftesbury Place. Bertfcm EG, 
12-00 

M i tu ry European Pi lretUi t to n Tn 
Gfason Haft 13. BMhopssaBQ. EG. 
ZAO 

Montanaro UK smaOarCos invTat, 
Buddersbury House, 83. Cannon 
Strew, EG. 1*30 


FFr712.5 

■ TOMORROW 
Airtours 4p 

Arm Street Brewery Rd Cv 
2nd Pf 32p 

BP America 9Vi% Gtd Bd 
2002 C$95.0 
Boots 10%% Bd 2017 
£2531.25 

Cheltenham & Gloucester 
7%% Nts 1998 £78.75 
Ford Credit Europe FRN 2001 
£16.45 

HSBC Americas Inc Sb FRN 
2009 SI 50.1 4 
Manchester 3% Rd Cons 
£0.75 

Do 3% 1891 Rd £1.50 
Oasis Stores 4.9p 
Sleepy Kids O.lp 
Standard Chartered Und Prim 
Cap FRN £83.49 
Sumitomo Realty & Dev 4.2% 
Nts 1997 Y420QQQ.0 
31 Smaller Quoted Co's Tst 

2 86p 

Woolwich BWg Scty FRN 
1999 £163.84 

■ WEDNESDAY JUNE 25 
Du Pont 814% Nts 1998 $85.0 
Rem sig Worldwide Inc Inv Tst 
1J56p 

Do Units 1.56p 

Foreign & Colonial Goman Inv 
Tst 0.75P 

Fuji Bank Irrt Rn Und Sb GW 
Var Rate Nts Y28750.0 
Hercules $0.25 

Morgan Grenfell Latin 
American Co's Tst 0.33p 


PtOHltag, Tha Brewery, CMswafl 
Street. EG, 1Z30 
06 Holdings, Harbour House, i2i. 
Gardner Road. PortsMd. Brighton, 
12.00 

Soars, London Marriott Hotel 
Grosvonor Square, W, 11.00 
Warner Howard, The Brewery, 
CWfflvHfl street, EG, 12,00 

BOARD MEETINGS 

Rnssfcr 

Mb* 

Chloride 

Ctaytaffta 

East Surrey HofcBng* 

Evans of Loads 
Habra 

Hampson industries 
Hawotwn 
Majestic Wines 
PtwtobMon Group 
Vendocne Luxury Group 

Werims: 

Rrat Leisure Carp 


■ WEDNESDAY JUNE 2S 

COMPANY MEETH'JGS: 

Andrew Sykn Group. The Grosvenor 
House Hotel Part Lane. W„ 

1E00 

Eyecare Products, ftroadwwfc House, 
5, A ppatt Street. EG. 11.00 
Merciny Asset ManagamMft 
Painters* Han. 9, Little Trinity lane. 
EG. 12.00 

RadkMnwt, 99. Charterhouse Street, 
EG. 12.00 

WeraaHes Group, IIS. PaU Mai S.W, 
11.00 

York WotmwHte, Uncial Tower. 
York.. 12.00 

BOARD MEETINGS: 


NT & T 714% Nts 1998 
C$72.50 

Sabre Irrt (No 2) Ser P Var 
Rate Nts 1998 Y2 1543.0 
Stanley Bee 6.3% Bd 1997 
Y63000Q.D 

Do 6.4% Bd 1999 YB40000.0 
Stale Bank of New South 
Wales 10% Nts 1997 
NZ$1 00.0 

Sumitomo Realty & Dev B% 
Nts 1997 Y800000.0 
Do FRN 1997 Y532603.0 
Warner Howard 0.25p 

■ THURSDAY JUNE 26 
Antofagasta 3.6p 

Asahi Chemical 72% Bd 1998 
Y720000.0 

British & American Inv Tst 2p 
Chime Comms 1.1 5p 
Bectrfctte de France 1014% 
Gtd Bd 2009 £1050.0 
Nfrion Doro Kodan 8%% GW 
Bd 2001 $431.25 

■ FRIDAY JUNE 27 
Abbey National Und Sb FxdV 
FRN Y204444.0 

Asia Healthcare Tst 1.1 7p 
Autobacs Seven Y19.50 
BG Bd 2025 £87.50 
BSIOd 

Bank fur Arbeit und Wirtschaft 
Sb FRN 1999 $293.85 
Benchmark 3p 
Bloomsbury Publishing __ 
Dunedin Worldwide Inv Ts 
0.48p 

Finsbury Growth Tst 1.1 p 
Foreign & Colonial Inc Grwth 
Inv Tst 1 .2p 


Finals: 

DBS Mreragemont 

Green* King 

Hogg Robinson 

Lambert Fondmrch Group 

London Ins u rance Market Inv Tot 

Murray Smrifer Marita's 

Tarns (Jobn) Group 

TGI 

Vocsfis Group 
Wses«x Water 

Karims 

ML Laboratories 


■ THURSDAY JUNE Se 

COMPANY MEETINGS: 

Antof a gast a Hdga. Chartered 
Ac countant s’ HaB. Moagat* Ptaeg. 
EG. 10.30 

Hoomsfauiy PuMfeMng. 38. Soho 
Square, W„ 12.00 

Broods Hatch Inferno, Brands Hatch 
CroA Fawkhsm, LongftaM, Kant, 
12.00 

Cobham, Palmare’ Hal. 9. Little Trinity 
Lana, EC, 12.00 
Energy Capital Investment, 83. 
Charterhouse Street, EG. 1200 
Permbtor, Die Prince Regent Hotel. 
Manor Road. Wttxtfard Bridge, Etsast, 
12 JO 

Merlin Currie Pacific Tst, Saltire 
Court. 20. Castle Terraco. Eeflnburah. 

12.30 

Rho, Crompton House, Bamfoid 
ffctad. Wingates industrial Park. West 
Houghton, Batten. 12.00 
YoiMyde, Three Aese Hotel. 
Roydhouae, SMey. H u ddereflaW. 

11.30 

SOATTO MEETINGS: 

Rnaks 
Asda Group 
Atfclns <WS} 


Halifax Bldg Scty Sb Var Rate 

Nts £171.55 

Hampden 1.8p 

Italy FRN 2000 $284.38 

Jersey Phoenix Tst l.5p 

Lex Service 0H*% Cm Pf 

2.275p 

Midland Bank Unc Prim Cap 
FRN (Jun 1985) $297.01 
Narborough Plantations 20% 
Cm Pf Ip 
NationsBank $0.33 
Residential Property Sec No 3 
Class A2 Mtg Bckd FRN 2025 
£1385.61 

Do Class B £1928.81 
Scuddar Latin America Inv Tst 
0.5p 

Skipton Bldg Scty Sb FRN 
2000 £37646.58 
Stars 1 Class A Mtg Bckd Fltg 
Rate Sec 2029 £9221 
TDK Y35.0 

Tokyo Tatemono 7% Bd 1997 
Y700000.0 

Town Centre Sec 10V&% 1st 
Mtg Db 2021 £525 
Versailles 0.21 5p 
Watermark 0.8p 
Wolverhampton & Dudley 
Breweries 6,6p 

■ SATURDAY JUNE 28 
Asahi Bank Y3.50 
Fidelity European Values 
Equity IL Un Ln 2001 1.1399p 
Mitsubishi Y4.0 
Mitsubishi Tst & Banking Y4.0 
Sumitomo Tst & Banking Y4.0 
Yasuda Tst & Banking Y2.50 


Bwrtalay Group 
BPB 

Christ* Group 
Dabenham Tmrsoa 
FhMtty Asian Vcftua* 

Great Unlvarm Stores 
Jonas C Shipman 

K alomaar o Computer Group 
KmU Systems 
Rogston ProporUas 
Syttono 

Xnvimr 
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COMPANY MEEIIMGS: 

c«bta and wireius, Now Conraughi 

Rooms, 81 -45. Great Queon Street 

W.G.11.00 

Grampian HMgc, The Glasgow Moat 
House HoceL Congress Rood. 
Glasgow, 12.QQ 

HraHopool Water, 3. Lancaster Rood 
Hartlepool 12.00 

SMrw teams, Cl. Tower Hffl. EC, 
12.00 

BOARD mbernge 

Ftelo: 

Cate Inm 
hforyaStana 


Intsrims; 

Scuddar Latin Anwruiom Jftv Tst 

Canpany nrntktgs are annual gormnH 
meBt/nga untese atoerwtsa smtott 
Reports end accounts are not nonnaRy 

HveBete urdl approdmoniy ate we«ta 

aftar Iho board meeting to approve the 

praflrnray results, 

TVb tat te net necessarily 
comp re hensi v e since oompanfaa are 
no tanger obRjsd to notify tns Stock 
Esetimgs of imminent annoiffvremsrSK. 
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C omplaining about Japan 
is a favourite game 
among western expatri- 
ates in Tokyo. Cramped 
apartment life, sharing a 
restricted space with about 12m 
neighbours - equivalent to more 
than the population of Belgium - 
and Japanese officialdom’s ten- 
dency to regulate everything that 
can be regulated. These are the. 
most common grouses. 

As I pack up to leave Tokyo 
this week after a four-year stay, 
it seems a good time to ask 
whether Japanese urban life is as 
uncomfortable as all that. 

There is a wider point Are the 
Japanese, as many foreign com- 
mentators maintain, rich people 
impoverished by their lifestyle? 
Is it, as one forma- French prime 
minister claimed after a visit to 
Tokyo, a rabbit-hutch existence? 

Certainly, a first sight of Tokyo 
is ugly enough to instil a sense of 
hutch-like imprisonment, as Is 
the case with most Japanese 
dtles. Take the view from my 


Japan’s haven for grumblers 


bedroom window; a forest of 
tower blocks and a three-layer 
expressway framed in a smoky 
haze. The jumble of bull dings 
and roads looks the same in each 
direction. 

But that is just a surface view. 
Descend to street level and the 
scene changes hum Bladenmner 
to a picturesque village. 

At the foot of those tower- 
blocks squeezed up against the 
expressway is a tiny shopping 
street, with a sushi store, 
karaoke bar, Belgian pub, Irish 
pub, fortune Idler, and so on. 

Cross beneath the motorway, 
to the other side of the village, 
and you can m y K * iiinp< hear the 
booming of a bronze bell from a 
Buddhist monastery, a surprising 
oasis of calm. I often visit it and 
watch the monte at prayer, 
inclined heads silhouetted 


DATELINE 


Tokyo: the city's 
appearance of 
hutchlike 
imprisonment 
conceals a rural 
sense of security, 
writes 

William Dawkins 


against an open shoji screen 
looking out on to a garden of 
intense green. 

As with Japan generally, a 
proper view of Tokyo life depends 
on attention to detail. Clos e up. 


the neighbourhood does not just 
look like a village. It feels like 
one. 

The locals treat the shopping 
street as an extension of home. 
We do the same. I don’t bother 
too much about whether or not 
the fridge is stocked with bear, 
because 1 can get four brands 
of iced lager from a 
vending machine 25 yards 
away. 

There is a rural sense' of secu- 
rity. My children can travel 
almost anywhere alone. Doors 
are safely left unlocked. A lost 
FDofex is returned to my office, 
pins credit cards and an apolo- 
getic note from the finder for not 
returning it in person. 

There are exceptions, of coarse. 
Thefts are on the increase and 
the poison-gas attack on the 
Tokyo subway, by an apocalyptic 


mystical sect two years ago, was 
a warning against taking Japan's 
social stability too much for 
granted. Even so, Tokyo feels 
secure in a way that is untrue of 
say, London or Hew York. 

Why is it like that? Some point 
to the communal spirit, a legacy 
of a rural, ricegrowing culture, 
visible in the odd tiny rice field 
still crammed in between the 
tower blocks because of arcane 
land use laws. 

Others point to those much 
complained-of regula t i ons . They 
keep things ticking along nicely 
in all kinds of ways. They are 
another factor in a crime rate 
that remains low despite the 
recent rise. 

But on a more humdrum level, 
regulations ensure that the sushi 
is always fresh, prepared by hand 
In a tiny cubicle lined with 


framed originals of the dozen or. 
so licenses needed to operate the 
store. 

Rules ensure that the streets, 
or at least most of them, are clear 
of parked cars, import ant in t he 
maze trf namdess lanes surround- 
ing the expressways. 

Infringements of regulations 
tend to be on a grand scale, 
remote from routine life, beyond 
nourishing the gossip at the local 
sushi stall 

Respect for little rules, by con- 
trast, runs deep. It tends to take 
root, even in the most disorderly 
foreigner. These days, I catch 
myself waiting for pedestrian 
li ght* to turn green before I cross 
the street, even though no cars 
are in sight 

But the more intrusive regula- 
tions can vary from comic to 

infuriating, which is where I join 


fellow expat grumblers. 

I will never forget accompany- 
ing my wife to hospital for the 
birth of our son. As she was 
wheeled from waiting room to 
delivery suite, 1 stumbled along 
behind, having to stop at each 
door to fthwirg w shoes, from one 
set of absurdly small regulation 
blue plastic sandals to green, 
then back to blue. 

The two of us laughed about 
that. But a later hospital visit, 
when the then toddle 1 was suffer- 
ing from an asthma attack, was 
nearly tragic. The emergency 
ward refused to treat him, in 
mid-attack, unto a pile of farms 
had first been filled out Luckily, 
he recovered while 1 was writing 
out the third copy of our alien 
registration number. 

Agonising yes, but no point in 
complaining. For complain is just 
what Japanese officials expect 
foreigners to do. You have to 
take Japan as it comes. We 
learned to - and on the whole, 
we liked it 


The Monday Profile: Margaret Barbour 

Matriarch in a waxed jacket 

M argaret Barbour ensured that the association i 

enjoys undeserved — S. not too male-dominated - tr 

obscurity. As the ^ \ becoming its first woman pres] 

highest- earning ^ dent Her interest is social rathe 
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M argaret Barbour 
enjoys undeserved 
obscurity. As the 
highest-earning 
business woman in Bri tain , she 
shuns publicity, believing 
renown based on her wealth 

WOUld be HiMwnting and ftang pr. 
DOS. 

In her eyes, her mntfi- mfnkm 
income is no more than a num- 
ber on a balance sheet Most of it 
is locked up in the assets of Bar- 
bour, the waxed jacket manufac- 
turer. 

When she took charge of the 
business, in 1968, Barbour was no 
more than a t iny mail-order com- 
pany. set op at the end of the last 
century to make oilskins for 
li ght house m<» n J and gtnca devel- 
oped as a manufacturer of motor 
cycle gear. 

She began her working life as 
an arts and social science teacher 
in London’s first comprehensive. 
It was through a personal trag- 
edy that she came to own Bar- 
bour, together with her moth- 
er-in-law and daughter. 

In the summer of 1968, her 29- 
year-old husband, John Barbour, 
tfjpd from a brain haemorrhage. 
He had inherited Barbour from 
his grandfather only five years 
earlier. 

Margare t was left with a tod- 
dler. Helen, and a company fee- 
ing sizeable death duties. Her 
decision to keep the company, 
and make it great, was tied op 
with her own grief: “John was so 
proud of it” she says. 

During the next few years she 
was everywhere: SBe~ workedas a ' 
receptionist at the company’s 
only factory, in South Shields. 
She worked in accounts, lea rn in g 
how to pay the company’s 70 
employees. 

Nonetheless, she refuses to 
take credit for selling Britain's 
middle classes the idea of wear- 
ing waxed cotton for their walks 
on the moors- “The High Street 
stores came and found us.” she 
says. 

But that was after the company 
had won Its first Royal Warrant 
in 1974, from the Duke of Edin- 
burgh for supplying him with 
clothing. By then Margaret had 
been directing the company’s 


am 


£*.31 




development and marketing liar 
six years. 

" Two mOrfe Royal Warrants Id-' 
lowed, from the Queen in 1982 
and the Prince of Wales in 1987, 
and Barbour began to emerge as 
a household name and interna- 
tional brand. 

Today the company has nine 
factories. 800 employees and 
turnover of about £75m, com- 
pared with £500,000 in 1968. 

But Margarets story amounts 
to more than the feat of turning a 
niche-market jacket into a badge 
of class. She has also created one 
of the UK’s most successful cloth- 
ing exporters while snubbing 
conventional business networks 
and practices. 

She characterises her approach 


as the woman's way of doing 
business. “The Barbour family 
has 'never' lived ln~ any great 
style,” she says, and the Barbour 
women have never required huge 
dividends. That has left the com- 
pany with plenty of cash. It did 
once have some debt, after a 
sharp rise in demand in the early 
1980s triggered a rapid expansion 
into more factories. But the loans 
are langsince repaid. 

An aversion to dependency on 
men’s in sti t ution s is a recurring 
theme. She describes the textile 
and clothing industry associa- 
tions as “too male-dominated”. 
Barbour belongs to none of them. 

But she feels differently about 
the Royal Warrant Holders Asso- 
ciation. Here, she has personally 


Eterna Super KonTiki 
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In 1947, Thor Heyerdahl and his fearless crew 
sailed their frail KonTiki raft into the history books. 
50 years later, Eterna salutes their exploit with an 
enduring achievement of its own, the Super 
KonTiki wristwatch. Built for adventure, the Super 
KonTiki can take just about anything. 

Etema Super KonTiki. Self-winding movement. Screw-tocked 
crown and case back. Scratch-resistant sapphire crystal 
Water-resistant to 300 m. 


ensured that the association is 
not too male-dominated - by 
becoming its first woman presi- 
dent Her interest is social rather 
than business: “I can be totally 
myself, with others who have 
achieved. No-one Is going to be 
sycophantic,” she says. 

And again, it is the women in 
this “specialist dub” that she 
identifies as the attraction: 
Sheila Pickles, the parfumier. 
Anna Plowden, the antique 
restorer. 

She believes sociability is what 
divides women from men fn the 
world of business. A wealthy 
businessman is likely to take os 
a private aircraft and all kinds of 
trappings, she says. 

“I grill have the pun" friends I 
had 30 years ago,” she points out 
Cranking up her lifestyle to that 
of the super-rich would have seen 
off such tiee, she believes. 

She also harbours a strong 
sense of responsibility for her 
community. Barbour gives one 
fifth of its profits to charity, but 
the company's greatest achieve- 
ment, says Margaret, has been in 
creating so many jobs. 

“The concept of the family is 
very strong, ft really is paternal- 
ism." The upside of this is better- 
tban-average pay and negligible 
staff turnover. The downside is 
that Barbour is a demanding 
employer. 

She expects a great deal from 
herself, and those around her. 
"We don't like 9 to 5 people here. 
That has always been the case. 
They have never lasted.” 

Outsiders also point to' the 
maintenance of an old-fashioned 
hierarchy: “She is still called Mrs 
Barbour,” says one. 

■ For 22 years, the strong and 
autocratic Malcolm Sunderland 
ran the company as managing 
director. He resigned earlier this 
year for personal reasons. 

IBs departure has drawn her 
back into the action and she has 
taken over the day-to-day run- 
ning of the company. 

Now 57, Margaret has no inten- 
tion of going public. “It would 
imdemrine all I have achieved,” 
she says. 

Jenny Luesby 


The European Commissi cm seems to be getting 
very concerned about pensions provision within 
Europe. What’s the problem? 

The problem is a felling birth rate. Euro- 
pean pensioners get the bulk of their pension 
income from state schemes run on a pay-as-you-go 
(PAYG) basis. This means the money comes from 
taxation of people who are working. That is fine 
as long as the ratio of pensioners to wor k er s is 
declining or static. 

But l o ngevity is increasing and birth rates are 
dropping, partly because generous state pensions 
support old people more co mfo r t ably than big 
famines ever did. This mean* a shrinking number 
of working people have to support a growing 
number of elderly. 

Currently there are four people of working age 
for every pensioner in the European Union. By 
2040 it is estimated there will be just two. Hie 
result is a growing strain on sane EU economies 
as the tax burden rockets. 

Which countries are worst affected and why? 
Those where birth rates have fallen, or are falling, 
from a relatively high base. The pain is intensi- 
fied when a big proportion of pensioners' income 
is paid by state PAYG schemes. Countries in this 
group include Germany, Italy and 
Franca 

For example, Germany’s state pension system 
was repeatedly DMIQfcn (ELShn) in deficit in 1995, 
when contributions were increased to a steep 192 
per cent of taxable earnings. 

It may get worse. By 2030 pension payouts will 
have risen to a hefty 15 to 20 per cent of gross 
dfwnflEtir product in all three countries if main- 
tained at present levels. 

Both France and Italy have cut state pensions 
and introduced measures to encourage more pri- 
vate provision. The cost was rioting in the streets 
and a watering down of the reforms. 

Will the UK be affected too? 

Hie bulge in the proportion of elderly in the 
population is not expected, to strain the UK’s 
public finances too badly. That is partly because 
the birth rate has not fallen heavily. Moreover 
state PAYG schemes account for a relatively 
small part of pensioners’ income. 

For example, the UK basic state pension is 
worth only 12 per cent of average adult male 
earnings. An equivalent German scheme is worth 
60 per cent of average adult male 
earnings. - 

If state provision is so low, where do UK pension- 
ers get their income? 

Many get a big chunk of it from private funded 
pension sch eme s. The beauty of the schemes is 
that each new generation - typically with assis- 
tance from employers - provides for its own 
ret irement by investing in tradeable assets, such 
as shares. These rise in value over time, reducing 


the amount of contributions required. 

BQ1 Bin p to ghwm of the National Association of 
Pension Funds, a trade body, estimates the UK 
has £600bn in private pension assets, a huge bul- 
wark against future needs. The Republic of 
Ireland and the Netherlands also have big funded 
pension systems, and are also thus relatively 
immune from the nmmrfai squeeze affecting some 
Other EU naHonn 

What is the European Commission doing to sort 
out the problems of those states squeezed by big 
unfunded pension liabilities 
the commissi caa is making belated attempts to 
encourage them to Increase funded provision. The 
greater the pro portion of pensions that can be 
provided by this means, the lower the tax burden 
on future generations of workers to support pen- 
sioners. 

Are there any pitfalls? 

The «"«g of gifting iron PAYG to a funded 
s yste m is that one generation of workers has to 
pay twice: once through taxation used to pay 
pensions to their parents* g e n eration; and once in 
contributions to their own re tir ement funds. 

There is another difficulty with funded 
schemes. Governments can said them - in a 
roundabout way - to financ e public spending. The 
p r efe rred method is to impose restrictions on pen- 
sion funds’ investments that force them to buy 
government bonds. 

This captive market allows the government to 
lower its cost of borrowing at the expense of 
funds' long-term returns. Funded schemes can 
thereby become tributaries of a PAYG system. 

For example, Belgium requires 15 par cent of 
pension fund assets to be in Belgian government 
bonds. Other states merely specify a percentage of 
assets that have to be held in the local currency, 
referred to as “currency matching". That has a 
stmiiar affect, given the fondness of continental 
investment managers for sovereign bonds. 

But isn’t toe of the wfa aims of the EU that 
capital should be able to slosh freely over 
national borders? 

Quite so. There are suggestions that the commis- 
sion could challenge national investment restric- 
tions through a test case in the European Court of 
Justice, in which it would argue they contravene 
the Treaty of Rome, on. which the EU is founded. 

Meanwhile, it has puhlished a consultative doc- 
ument, which makes the case for freeing pension 
funds to seek the best rate of return on assets, 
both in the EU and outside It. 

The paper suggests a system of prudential regu- 
lation for pwitinn funds, with the of putting 
paid to member states' claims that investment 
restrictions are needed to protect funds from tak- 
ing excessive risks. Legislation may follow. 

Jonathan Guthrie 


Stephanie Flanders » Economics Notebook 

Clear thinking on corruption 

Rich countries cannot solve the problem by mere decree 
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High cm the agenda at the Group 
of Right summit this weekend 
were efforts to “sustain growth 
and development in developing 
and transition countries”. And 
high cm the list of policies to do 
that was making corruption a 
criminal offence in all developed 

countries. 

Who could possibly disagree 
with that? you might ask- After 
all. every country in the world 
has formal laws against bribing 
ofnrfaift on their own soff. Why 
should so many consider it 
legally more acceptable to use 
backhanders -to seal the deal in 
other countries? 

The answer is that they should 
not OECD ministers were right 
to agree to change things at last' 
month’s meeting in Paris and 
the swmmiteers at Denver were 
equally right to identify corrup- 
tion as an important obstacle to 
growth in poor coontries. But it 
would be folly to think rich 
countries could affect the level of 
corruption in these nations by 
decree. 

For st arte rs, such laws are not 
very effective, as is shown by a 
recent study by Shang-Jln Wei, a 
Harvard economist. Ever since 
the US Congress passed the For- 
eign Corrupt Practices Act 
(FCPA) rrimhiahsing bribery in 
the wake of Watergate in 1977, 
US businesses have rfafmeri it 
was unde rmining their ability to 
compete for foreign contracts. 
US lobbying at Denver and Paris 
derived less from an altruistic 
desire to clamp down on wrong- 
doing th»n a wish to level the 
playing field. Yet Wei finds that 
the law does not seem to have 
made American foreign investors 


behave much different from 
other 

The author used surveys by 
Transparency International, an 
anti-corruption pressure group, 
and others to order 33 develop- 
ing countries by their perceived 
level of corruption. Controlling 
for other factors, he found that 
c orru p ti on tended to discourage 
foreign direct investment (FDD; 
in effect, by acting as a tax an 
foreign business. 

For example. Wei calculates 
that moving from a Singaporean- 
style low level of corruption to a 
Mexican one hurl the same effect 
on inward foreign direct invest- 
ment as raising the marginal tax 
rate on foreign investment by 
more than 20 percentage points. 

Surprisingly, US foreign inves- 
tors tom out to be no more - or 
less - inclined to do business in 
Corrupt countries than anyone 
else. As Wei notes, this could 
mean that non-US investors do 
not need the threat of a criminal 
case back home to discourage 
them from bribmg -foreigness; or, 
more likely perhaps, that “Amer- 
ican firms are just as Clever as 
other investors at finding covert 
ways to pay up.” 

The result has a broader les- 
son far governments seeking to 
crack down on corruption: for- 
mal laws and regulations are sel- 
dom enough to change behav- 
iour. No country in the world 
legally permits companies and 
individual to bribe domestic offi- 
cials; The question is whether 
the system in which officials are 
actually operating' is conducive 
to those rules being enforced. 

• As the World Bank; the Inter- 
national Monetary Fund and ofh- 
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Enemies of corruption: James Watfensolm, the president of the 
World Bank, and President Chnton 


ere have frequently noted, can- 
tain policy changes can help 
lower corruption by lowering its 
rewards. Abolishing exchang e 
controls, tar example, and/or cut- 
ting public subsidies to industry 
reduces the scope for officials to 
earn money in return offering 
companies special treatment 
Many structural adjustment pro- 
grammes sponsored by those 
organisations have helped lower 
corruption by forcing countries 
to pursue these policies. Yet In 
several cases the same pro- 
grammes may have inadver- 
tently worsened corruption. 

For example, in seeking to 
reduce the budget deficit 
quickly, the IMF has sometimes 
prodded countries to impose tax 
rates which go beyond what 
people consider legitimate; and, 
indeed, what their inefficient (as 


yet unrefonned) tax system can 
collect. Arguably, this has 
recently been the case in Russia. 
With a high tax rate - and weak 
enforcement capacity - taxpay- 
ers have a large incentive to 
avoid payment or bribe tax col- 
lectors, and officials have an 
Incentive to let them. 

Another, related, corrupting 
influence of some structural 
adjustment policies concerns 
public sector pay. Governments 
have often been messed, in the 
earfy stages, to reduce borrowing 
by cutting the public sector wage 

hill Since severance and other 
conditians make It hard to cut 
employee numbers quickly, this 
has often meant sharp -dechnes 
in real public sector pay. 

In Africa, this is now widely 
accepted to have increased petty 
corruption by making officials 


. much more susceptible to bribes. 
Some World Bank insiders have 
-expressed surprise, given the 
extent of the pay squeeze, at how 
many officials stayed banes! 

Development workers are now 
well aware of these problems. 
But many would argue that 
there is deeper problem in 
donors' approach. This relates 
1ms to the reforms they promote 
than the means they sometimes 
use to promote them. 

Almost everyone agrees that 
in the long term, chaining up 
government means building 
institutions which promote pub- 
lic accountability and the rule of 
law, and earn widespread public 
respect for doing so. That means 
guaranteeing basic civil liberties 
and economic rights and encou r- 
aging economic and political 
competition so that people can 
hold corrupt governments to 
account and, if necessary, get rid 
erf them. 

in the thrill of reform, t h es e 
niceties are often ignored. 
Understandably, outside support- 
ers of reform fasten on to the 
individual or group promising 
change, and forgive them their 
roughshod means. 

But replacing one set of cro- 
nies with another - even if they 
are "our" cronies - cannot be a 
long-tom recipe for growth and 
stability. New people at the top, 
like new formal, rules, will 
change little if the real rules of 
the game are as corruptin g as 
before. 

"'How taxing is corruption on 
international . investors?". 
National Bureau of Economic 
Research Working Paper. Mag 
2997. 
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T hing s are changing at 
the top of US corpora- 
tions. It used to be stan- 
dard practice for a chief 
executive appt^ihing retirement 
to groom a successor; now. filling 
the top job from within the 
organisation is far from, auto- 
matic. 

just bow attitudes to manage- 
ment succession have changed is 
illustrated by the recent news 
that Xerox, a company that once 
selected senior managers almost 
exclusively from within its own 
ranks, had raided International 
Business Machines to find Rich- 
ard Tboman and appoint Mm as 
its new president. 

Jefflrey Sonnenfeld, a professor 
at Emory University in Atlanta 
and writer on management suc- 
cession issues, has monitored 
this trend towards external 
appointments. “There's a decid- 
edly pronounced pattern favour- 
ing outside hires right, now. It's 
almost a Messianic zeal to find 
the new saviour, and it repre- 
sents a f undamental change In 
tile way US companies are man- 
aged," he says. 

With the strong US economy 
allowing many companies to post 
healthy profits, it seems an odd 
Hww for US corporations to shun 
internal candidates. In the past, 
outside appointments at the top 
wore usually reserved for organi- 
sations that had clearly lost then- 
footing. New managers were 
brought in to effect radical 
chan ge, which often included 
extensive lay-offs. 

Bat now, it seems, even 
healthy companies are increas- 
ingly looking outside. Xerox's 
appointment of Thom an, who 
was IBM's chief financial officer, 
is one example. Another promi- 
nent one was Walt Disney’s 
appointment of Michael Ovitz, a 
former top Hollywood talent 
agent, as president of the com- 
pany almost two years ago. 

So why has this trend taken 
hold? One reason, according to 
succession specialists, is that cor- 
porations fed they are living in a 
time of profound change. Tech- 
nology and growth is altering the 
way many sectors do business, 
and corporate boards may feel 
they need to respond with a radi- 
cal shift in leadership. 

Those boards, moreover, have 
become far more powerful in 
determining the way a company 
is run. Senior managers may 
have far less to say than they 
once did about who should take 
over, making it more difficul t for 
a chief executive to move a 


Victoria Griffith examines the trend towards 
external appointments in US companies 

Storming the 
battlements 



protege into the top position. 

“Corporate boards are being 
very assertive these days about 
e xpressing new visions for com- 
panies.” says Anne Fawcett, a 
partner with Caldwell Partners, 
specialists in succession plan- 
ning. “And bringing someone in 
from the outside is an easy way 
to uri gnal that there are changes 
afoot” 

An added bonus may he the 
publicity an external search gen- 
erates. The “competition" set by 
Ben & Jerry's, the ice-cream com- 
pany, to find a new chief execu- 


tive two years ago, attracted 
international wtprtia attention. If 
the promotion had been internal, 
it probably would have been 
largely ignored. 

“Often, you'll see the stock 
price of a company rise after an 
outside chief executive is brought 
in,” says Kenneth Nowack, presi- 
dent of Organizational Perfor- 
mance Dimensions, which 
advises corporations an succes- 
sion matters. “Investors seem to 
respond well to the new vision 
thing.” Certainly. Xerox's share 
price lifted 4 per cent when 


Thoman’s appointment was 
announced, while IBM’s fell 
slightly. 

Yet some management theo- 
rists question the wisdom of 
doing away with internal promo- 
tions at a company's most senior 
level An important advantage of 
appointing internally, it is 
argued, is a detailed knowledge 
of the organisation and its staff. 
Those appointed from the outside 
themselves concede that it can be 
difficult to get up to speed 
quickly on the way the company 
works. 


“That was my biggest chal- 
lenge. trying to learn the organi- 
sation and people in a very short 
time." says Elliott Wahle, who 
took over last year as chief exec- 
utive at Dylex, the Canadian 
retailer. 

Bringing in an outsider can be 
risky as well as exciting. “You’ve 
got much better performance 
data an internal managers.** says 
Sonnenfeld. “Throw the fishing 
line outside the firm and you 
don’t know what you’ll be reeling 
in." There is also the concern 
that an outside appointment can 
damage employee morale and 
loyalty. “You’re sending a mes- 
sage that no one there is good 
ppniqfo to take over,” he says. 
“That can be devastating." 

On the positive side, Wahle 
points out that an outside appoin- 
tee “may not have the benefit of 
history, but you’re not bogged 
down by it, either. You can see 
things with fresh eyes." 

Some industries are changing 
so rapidly that familiarity with 
the old way of doing things loses 
value. Meanwhile, other compa- 
nies, iwHnHmg many Silicon Val- 
ley computer groups, are simply 
too young to have built up an 
intsnal pipeline of senior man- 
agement candidates. 

There are successes and fail- 
ures on both sides of the fence. 
The outside appointments at Ben 
& Jerry's and Walt Disney, for 
example, exited after short and 
rocky stints at their companies. 
On the other band , Wa l-Mart, the 
discount retailer, UPS, the cou- 
rier service, and Home Depot, the 
hardware chain, have all done 
remarkably well under a strict 
system of mtpmai appointments. 

Meanwhile, Dy lex’s stock price 
has surged nearly sevenfold since 
Wahle’s takeover last year. And 
Nowack says he advised a 
southern Califo rnian utility com- 
pany that has gone through four 
chief executives in four years 
after refusing to consider an 
external appointment. 

An outside executive search 
may make seise, say consultants, 
when tiie corporation’s old oper- 
ating models simply stop work- 
ing. “If the company the new 
chief executive is coming from 
met a similar challenge - say 
they had experience in taking a 
local company national, and you 

w ant to do the «tmp thing - it is 
probably a good move,” says 
Nowack. “If it’s done just for the 
hype, or because the company 
simply hasn’t bothered to groom 
anyone internally, it may be a 
rocky transition.” 


Finance role change 


The working day off the chief financial officer 


% of the day 


T he traditional role of the 
finance function, over- 
seeing and controlling 
internal corporate 
resources, is evolving. The trend 
is for Chief finamrial officers to 
spend increasing amounts of ttmp 
leading shareholder value Initia- 
tives and focusing on strategy. 

Evidence of the trend comes 
from Ihe Conference Board, the. 
business 7 network and research 
organisation, in a report pub- 
lished today. The research was 
Sponsored by Price Waterhouse, 
the accountants and consultants. 

Of 300 chief financial officers in 
the US, Europe and Asia sur- 
veyed as part of the study, 75 per 


cent said they led shareholder 
value initiatives in their compa- 
nies. These Included: corporate 
restructuring and cost reduction; 
important capital investments; 
and shareholder communication 

Cedric Bead, Price Waterhouse 
partner in London, says the 
study shows chief financial offi- 
cers are taking “ever more strate- 
gic responsibilities in their com-, 
panies and becoming true 
partners to the chief executive 
officer”. He adds: “it is dear that 
managing and meeting share- 
holder expectations is becoming 
the primary role of top financial 
executives around the world.” 

The senior finance staff sur- 


veyed said that, over the past 
three years, ova- 24 per cent of 
their time had been taken np 
with financial operations; this 
was projected to drop to about 18 
per cent Time spent on finandal 
strategy and shareholder initia- 
tives was projected to rise from 
13 per cent to ova- 17 per cent 
(see chart). 

Chief financial officers whose 
company's shares outperformed 
the competition were: mast likely 
to spend mare than 20 per cent of 
their time with the heads of busi- 
ness units; make the develop- 
ment of systems to support 
decision-making a top priority; 
and rank re-engineering finance 
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hen Gates. Europe : (00) 322 675 



5405: fax (00) 322 675 0395. US: 
(00 1) 212 339 0345. $120 for non- 
members, $30 for members. 

Diane Summers 




^ -A-* 1 - TT. '] 



Peter (left) and Jama* MuMen: tsWoo the estabWwd shkt makers 

PARTNERS 

Thomas Pink 
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Dubliners Peter 
Mullen, 45, and 
his brother James, 
37. established the 
shirt makers 
Thomas Pink in 
1984. They noto 
have 14 shops throughout the 
UK, nine of which are in London. 
Outlets m Dublin and New York 
xaxU be opening this autumn. 
Their annual turnover is S2tkn. 

James: “In the mid-80s there 
was definitely a market for 
good, affordable shirts. Jerayu 
Street wasn’t going anywhere 

in a huge hurry because their 
prices didn’t appeal to the 
younger person. 

We set out to take on the 
established shirt makers, which 
meant buying a sample from 
*»i»h manufacturer and fa»irfny 
it apart. The idea was to get the 
best bits from each and come 
up with a prototype. On some 
of the more expensive, older 
designs, we noticed a small 
butterfly gusset which is why 
we decided to put our trade 
mark, pink triangle, on the 
bottom of each shirt We knew 
things were going well when 
men started dropping their 
trousers at dinner parties, to 
show off their pink bits! Also, I 
think the name helped. Thomas 
Pink was an 18th-century tailor 
who made hunting coats, so our 
company sounded like it had 
been around rimy time 
immemorial. 

Peter’s background was in 
commercial property so he 
: found us a brilliant first 
location, in Fulham. He’s rather 
good at finding shops. He likes 
negotiating leases, briefing 
architects and getting involved 
in the whole design process. . 
Neither of us are particularly 
financially astute, or good at 
day-to-day management The . 
deal is: he opens the shops; I 
get the customers in. Once 
you’ve got the product right, 
the key part of any retail 
business Is customer relations. 
We wanted to get away from 


the traditional stuffy Jertnyn 
Street image oft “l*ve made this 
wonderful shirt, if you ask 
nicely I might sell H to you.” 

Petes; “We originally thought, 
albeit naively, that we could set 
up a hew business and carry on 
doing our existing jobs: James 
fa marketing, mine in 
commercial property. 

It was totally unrealistic 
because no matter how much 
you prepared, everyday would 
throw np something new and 
unforeseen. Organising a till 
might seem like the easiest 
thing in the world, but not if 
yon don't know where to go. or 
what to get The Important 
thing is to make sure you 
haven’t forgotten something, 
like to register for VAT. on the 
first day of trading. A mistake 
like that can pat you back three 
months. Fortunately. Pd 
stopped being an estate agent 
by the time we opened so 
everything was in place. 

We had such a feeling of 
optimism at the start, but it 
wasn't until after our first 
January sale that we became 
really confident. In 1988 we 
started a mail order service, 
which was something our 
c u s t o mers led us Into. They 
kept ringing the store asking us 
to send them particular styles 
so in the end we started the 
catalogue. With the mail order 
we've been able to collate a 
data base which is invaluable 
when it comes to opening new 
stores. Neither of us imagined 
we’d have more than three 
shops in London, but so far, it's 
been onr growth centre. When 
we opened in Edinburgh, it 
took ns so long to get the shop 
off the ground that we’ve had 
second thoughts about other 
northern cities. It would seem 
more people buy our shirts in 
America than they do in the 
whole of Scotland, which is 
why we’re opening in New York 
next and not Glasgow.” 

Kona Lafferty 



The future is born of experience... 



Client/Server 
and Beyond: 
OneWbrld and 
Configurable 
Network 
Computing. 

Wb, at J.D. Edwards, know that 
without experience mere is no 
future. That is why we have c re at e d 
a remarkable new software 
architecture to deliver all the power 
and flexibility of networked 
applications, while transcending 
njjmy of the technical limitations 
of Cfient/Server. 

Our OneWodd™ solution and 
Configurable Network 
Computing"™ (CNQ will work on 
afferent platforms with OS/400. 


Jobs for the primary school 

boys and girls 


W hen it comes to think- 
ing about your career, 
you can’t start too 
young. Indeed, the 
main problem with today's primary 
schools (along with the fact that 
they no longer teach the 3Rs) is that 
there is a scandalous lack of any 
careers advice. 

This is the view of a wise body of 
businessmen at the Confederation of 
British Industry which pronounced 
on primary education last week. Can 
they really be serious? Careers 
advice In primar y schools? 

Picture the scene: the careers 
adviser sits in a little room while 
small children file in telling him 
that they want to be footballers or 
Spice Girls. The careers expert 
patiently explains to each one that a 
job at Id or a career in computers 
might be more suitable. 

At best this sort of thing sounds 
pointless. At worst It is an invitation 
to make children worry needlessly. 
They have the rest of their lives to 
think about business, after all 
The CBI view continues a trend 
which has already gone too far. 
Those of us who were educated in 
the 60s and 70s did not give a 
thought to our careers until the 
third year of university at the very 
earliest, and that seemed time 
enough. (I remember a perfunctory 
effort at careers advice in the sixth 
form at secondary school; I was told 
that as I had no aptitude for words, I 
should consider something techni- 
cal} 

But now ambitious sixth form ers 
have their own CVs and know how 
to write a good business letter. At 
the FT we have just received a terri- 
fying package from a 17-year-old 
comprehensive school girl looking 
for work experience in the holidays. 
Her CV is fuller and more profes- 
sional than most of us could manage 
now. Impressive though it was. one 
cannot help wondering If it is 
healthy for 17-year-olds - let alone 




« leading SQL databases, to fake 
you beyond Client/ Server. 

You'll be able to distribute 
applications and data in networks 
as big as your company, or as big 
as the entire world, linking all 
business operations in a single 


worrying about technology. 

OneWbHd and CNC are available 
exclusively From J.D. Edwards. 


years with more than 4000 
customers worldwide. 

Our experience... Ibr your future. 

For an independent white paper 
on One Wood and CNC COT us 
today on (01494) 682700 
or visit www.idedwards.com 
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Lucy Kellaway 


seven-year-olds - to be so preoccu- 
pied with their f utur e jobs. It would 
be nice if they could spend longer 
stretching their brains now, and fuss 
about practicalities later. 


Nearly as sad as the idea that chil- 
dren have to concern themselves 
with business is the idea that grown- 
ups who spend their working lives 
practising it. need to read about it in 
their holidays. John Wiley, a pub- 
lisher of business books, has just put 
out a press release showing a picture 
of a barefoot man sitting in a deck 


chair with an open briefcase at his 
feet stuffed with volumes on man- 
agement. “Business books worth tak- 
ing to the beach” says the slogan. 

Wishful thinking, you might say. 
Yet I suspect that many senior exec- 
utives are more likely to take Soros 
on Soros with them on holiday than 
the new Michael Crichton. Even 
those who have no plans to read 
business books still find themselves 
unable to lighten up. 

Howard Davies, the deputy gover- 
nor of the Bank of England - who 
can always be relied upon for a bit of 
intellectual one-upmanship - 
declared earlier this month that 
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his idea of the perfect beach read 
is Balzac in French. 


On tiie subject of France, I see that 
Saint Gobain has abandoned its 
quaint Gallic practice of deciding 
whether or not to hire somebody on 
the basis of their handwriting. The 
company feels that graphology, 
favoured by many employers in 
France, is not the thing for a com- 
pany trying to make it internation- 
ally. So in the name of globalisation 
it has abandoned the practice lest it 
upsets the Anglo Saxons. 

While it is true that few UK and 
US employers would dream of using 
graphology for recruitment, it is 
hard to see what their scruples are. 
After all, they swear by other pseudo 
scientific techniques such as psycho- 
metrics. which do not seem much 
more reliable. It is. of course, ridicu- 
lous to decide that someone is extro- 
vert, or sensual or whatever based 
on the way they form their ps. Yet 
that does not mean that a person's 
handwriting holds no clues at all. 

Part of the problem with graphol- 
ogy is graphologists, who claim far 
too much for their trade. They main- 
tain that handwriting analysis can 
only be attempted by those with 
years of training; in fact it is better 
attempted by someone whose only 
qualification is common sense. 

For example, if l were trying to 
hire someone to be a chief executive 
of a big company. 1 would prefer 
someone who did not put blobs on 
top of the letter L I would also not 
look kindly on candidates who wrote 
in block capitals and green ink. 

Human resource people would 
have us believe that there is some 
science in what they do. This is balo- 
ney. Hiring the right person is an 
art, and a difficult, highly subjective 
one at that. What is needed is not 
better recruitment systems, but 
more care, Judgment and flexibility. 
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BUSINESS EDUCATION 


Double Unicon aims to become more international, writes Della Bradshaw 

deal Executive decisions 


M ari Sako has two 
things to celebrate 
this week. She has 
recently been awarded her 
first professorial post, and 
now she can take up the job 
safe in the knowledge *»»■+ 
the business school she wOZ 
join - Oxford - has the 
funding and the nm versify 
approval to go ahead. 

Sako, formerly reader in 
industrial relations at the 
London School of Econom- 
ics, win take up the P&O 
chair in management 
studies (international bad- 
ness) at the Oxford school of 
management, to be misinwi 
the Said business school, in 
October. 

Sako is one of four pro- 
fessors, including director 
John Kay, to be appointed at j 
the school, which received I 
approval from the universi- 
ty’s ruling body, the Congre- 
gation, last week. The 
school will occupy a site 
next to Oxford railway sta- 
tical and will cost £45m to 
set Op, ini-lwrfwtg £20m from 
bene&ctcr Wafic Said. 

The school still has two 
further chairs to fin, one tn 
operations management and 
the other in marketing. The 
school is also in the process 
of appointing 20 lecturers in 
management studies. 


F or the first time in 
Sts 28-year history, 
Unic om, the Interna- 
tional University 
Consortium for Executive 
Education, baa chosen a 
non-US person as chair for 
the coming year. 

Michael Pitfield, director 
of marketing at Eexdey man- 
agement college, is English 
through and through- But 
his focus for the romfo g year 
! will be to make Unicon, 
which was set up to promote 
university-based executive 
education, wmrfi more inter- 
national. 

In particular Pitfield. who 

was elected to the job last 
Friday after a year as vice- 
chair, wants to get more 
schools from the Asia-Pacific 
region to join the organisa- 
tion. And be wants to have 
representatives from more 
non-US schools an the gov- 
erning board. 

Of the 12 representatives 
on the board only two - Pit- 

field and James Pulcr ano . 
director of marketing for 
executive programmes at 
1MD in Lausanne - are from 
schools outside the US. 

And of the total 62 mem- 
ber schools only just over a 
dozen are from outside 
North America. 


"My aim is to have the 
first Unicon spring confer- 
ence in the Asia-Pacific 
region by 2000,” says Pit- 
fleld. 

Unicon’s main thrust in 


while the spring conference 
is a mix of business g«**ra>\ 
faculty - each member 
school can send just one rep- 
resentative - and leading 
corporations, all of which 


in executive education. 

Pitfield has taium over at 
Unicon at a time when exec- 
utive education is changing 
rapidly. The most significant 
topic at the 1997 spring cm- 
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promoting executive educa- 
tion is 'to hold two confer- 
ences a year. The autumn 
conference is for member 
schools only to discuss 
trends in short courses. 


are invited by the schools. 

Unicon also has a research 
commi ttee, funded through 
the member schools' animal 
subscriptions of <600 (£370) a 
year, to investigate trends 


ference, held at IMD, was the 
implications of technology 
far executive courses. “Much 
more information will be 
delivered through the Web,** 
concludes Pitfield. “Faculty 


will become guides and 
route-planners rather than 
information providers.” 

Even the nature of busi- 
ness Schools is chang in g , 
providing Unicon with one 
of its biggest headaches: 
when is a university not a 
university and should the 
Unicon entry qualifications 
be altered? 

Henley itself, Pitfield’s 
home base, is not technically 
a university although it was 
recently granted degree- 
awarding powers. Nor does 
one of the other four British 
members of Unicon, Ash- 
ridge, have university sta- 
tus. But. says Pitfield. 
because their aims are 
directly comparable to those 
of their university counter- 
parts, they mee t the entry 
criteria. 

By comparison the Arthur 

D (. title SeHpnl of Menag e- 

meat in Boston, part of the 
management consultancy 
group, was refused Unicon 
membership because it was 
a corporate university. 

That said, with corporate 
universities and “far profit’ 
educational organisations 
flourishing in the US, Pit- 
field concedes that Unicon 
may soon have to reconsider 
its membership criteria. 
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Instead hedges 
its politics 

One could hardly blame 
fnsead.in Fontainebleau, 
for being smug this week. 
Oneofits’bW boys’, 
ffinimu Baghftlu* twon 
elected as leads of . 

Britan's Conraratfra 
party. Hague graduated 
with an MBAiq IBSfc, !. 

Insead. bring politically 
ooapFact on stub taeuea. 
potato out that they can . 
also count among their 
MBA* Sir Drvid Simon, 
mtaater far trade and 
competitiveness far Europe 
UKVnew ItoKflar , . 
rowiuuent • 
bmd: France 2 GD.724DW: 


course In Europe 

Buwpewa technology 
companies are now offered 

» -rt Mhwtf wwii u aw ^ u i n t 

cotgse run Jointly by lew. 
to Barcelona, and Stanford 
fropr Cafifornia’a SOfeon 

g£e two-week coarse, 
whfch wfllnm fa August 
as^ September in 
BascadanflkJrtudies Issues 

sadia* MV product 
d4ratapnwqrt-.lt b aimed at 
wfooWnrk far, 
anioogotbers.elcctroiiic*. 


pharmaceutical tout 

software casoopanlCB. 
tee Spain. 34053 &»- 

London gets new 
business school 

The Open university has 
val i d at ed u ud tt giM d aa te 
business courses offered by 
the Regents business 
school hr London** Regent* 
Park. The school en now 

offer decree courses from 
September. 

. The first courses wffl be 
th r oe -year BA degrees to .. 
international business, 
marketing or finance and . 
acco un ting- 

‘ • J '■■■ ' 

Bowiedover by 
course success 

Cricket lovwsWifibe 
ple as ed to know: Chat Bob 
Appleyardve sttouact of 
BngHsb cricket . 

1980s, is to be awarfled-an 

honorary doctorafo from . 
Bradford university. '•.••• 
Appleyard helped M*up 
MMage megt e dwcatlwi 

programme far qtdntoi . 
at the Bradford 
■ n nana p - iw ** centre, 
Bndjbrd management 

centre: UK, 801274 38908? ' * 
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JUNE 30 -JULY 3 
Corporate Credit Analysis 
Lending Officer*. Credit Analyst*, 
Risk* &. Credit Manager* A Internal 
Auditors. Covering:- ■ Btviiumenial 
Analysis • Industry Stability A 
Competitive Position - Management 
Assessment • Facility Structure • 
Problem Lomu • Risk Raring Systems 
£990 + VAT 4 DAYS Contact TFU 
Training Department Tel: 0171 606 
00844)171 600 2123 Foe 0171 6003731 
E-mail: SakagltO-tmiaiqgdenHiLcmik 
LONDON 

JULY 3/4 

introduction to Capital Haricots 
DEBT MARKET • Predict DofUttans • 
TVsnsaokai P m r mi ng • Wi « to Bend 
Pricing * The Clearing Systems * Bend 
Futures • BQUITY MARKET -Product 
Definitions • Equity New Issues * Gest * 
New Issues - Government Bonds • 
Global Custody. Case mwSes betuded. 
£463.00 + VAT 2 days. Conan TFL 
Training Dept Tel: 0171 606 0084000- 
2123 Ox 0171600 3751 

Euilib ■aV+ffini. .lining Afimn co ntr 

LONDON 

JULY 10 

Southern Africa - Resources, 
investment & Trade 

ThlS COVQC8 btekio^f fiospcc* 

extractive industries, manufacturing, 
infrastructure, agriculture and imuuiil 
S outhern Africa Business Association. 
Anglo American,* Do Bear* add Flaring 
Mtntm spaosoc 

Information: ratal So uthern Africa 
Tet 01225 466744 Free 01223 442903 
LONDON 


Project Finance 
to 

Joseph Tinaga 

BA. HLPtti Oxen, Juris Doctor 

imwnationaJ US Lawyer 

Liam tha secrete to crating and 
euahating project finance 
proposals- Far professionals 
enoaoed in pnjfucf Jdentfflcatfon and 

business tismtopnnnt In banking, 
property, construction, engineering, 
power and other major industries. 

• Precedents and documentation 

- Investment appraisal: NPV,and IRR 

- Risk Modafflng - Financing 
Structures • Obtain major sources of 
financing 

3 DAYS £825 + VAT 
Contact Fairptac# 

Tel: 01716239111 
Fax 0171 6239112 

London 


JULY 21-23 

Practical Aviation Insurance 
Workshop 

This workshop provides an 
understanding to the underwriting 
techniques n«wi to rate niuill Hull and 
liability risks, aviation product* and 
airport risk*. It w® aho exptrin bow 
the world’* Inanranee nrim fraction 
aid procedures for placing insurance. 
Contact Brendon Bum at LLP on +44 
(0) 171 333 1430 

Came. LONDON 


Capital Markets Explained 

Do you want to team about afi of 
the Important areas of the 
financial markets? 

This oue-stup training course 
■gjves an introduction to the theory 
and practicalities of a wtte range 
of markets and instruments. 
Including: bonds swaps; foreign 
exchange; convwt&les; futures; 
risk management; monay 

markets; BQuffies; options; 

forwards; warrants and regulation 
For further information contact 
Tracy Stand at Iff on: 

Tet +44 171 344 3924 
Fax +44 171 344 0083 


London 


Conferences 

& 

Exhibitions 



ACCOUNTANTS 


Pricing and Trading Options 
Do you need to get to grips witti 
howto price, trade and hedge 
options? 

The pre-course introduction 
workshop and 2 day training 
course enables you to deuetop 
skins Ire options pricing; profiting 
of interest rate and currency 
options; volatility; tradbig options; 
hedging open positions; 
unde [starring option sensitivities; 
embedded options; exotics and 
anafytfcaJ approaches to pricing. 
Contact Tracy Stand at Iff ore 
Tel: +44 171 3443924 
Fax: +44 171 344 0083 


London 


Doing Buiness with 
Venezuela 

Chaked by Data Franlffln. EtBtottt 
OMorotiheEcoaonastbiMBaaes 
Unit. H» conference Includes an 
outstanding panel of epeators: David 
Anthony, Wu Economist MeAoenca 
Ur# LublfeStt Aster. Mnteterof 
Runce; Antonio Casas, Central Baric 
Alefewiro Bonzaiez, Banco MareantS; 
Ttodoro Petofi, MWrar of Pfanring; 
Wbartn PohOD. Wntstar at 
Prtvrisafltm and Dr Jorge Zemeta. 
PDV (UK) SA 
ftec£S40+VAr 

S3n DbkIbs, The EctyaHnWOoriartocas 
Tet 0171 B3D 1047 
FZCH171 931 0228 

ermdt aedOeUdUTtaaxiennrvRam 
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EvalaatlM the impact of 


Derivative Markets 

This event wU attract borrowers, 
bankers and Investors from 
throughout Earope to dfecass how 
to prepare for 1999. Key speakers 
Include: 6ert Jan Hogeweg, Head 
of Monetary, Economics and 
Statistics Departmental Europe®) 
Monetary Institute, UWchDamm, 
Deputy Director General at 
European InvestmerV Bank, Dr 
Stefan Cofflgnan, Director of 
Research at Association for the 
Monetary Union of Enrope. 

For fri programme rfetris, please 
contact Rehecca HO on tet 0171 
3697597 or toe 0171 3697399 


London 


The Water Industry: 


Expectations 

Can water companies satisfy the 


stakeholders or Is the Industry 

'drymgupT 

Speakers Include 
Jeremy Bryan. laaByMLJean- 
Fmncote Dfdion WdriasHood, 
Mike KtosH. Chris Laws. Dr Gooff 
ttenca, Robert kfflter-Batewvu and 
Dr Ian Preston CBE 
Fees: £540+ . VAT . 

SBn Davies, The Ecomrist 
Conferences Tht 0171 8301W7 

FK0I71 931 0228 

arrriadCrttoiJiraxorTpjBavBjam 


OCTOBBT 13 
FT-Cfty Coursw 
This conrae provides as excellent 
nroductioa td the wotting* of the Cby 
of Locdon *s * financial and ndaig 
centre ia Eaope. Amhoriarive wrakca 
inderie: Mr Wi+— fawn , Yuuiidti 
lwimiiMj (Europe) rh ni nwt* Mr Ari 
Dex, [iFFE; Mr David Cofcman. CBJC 
Vfeod Onmdy pfc; Mr Cfiw LoogtiaA 
Association of British Insnrera. 
Enquiries: Lucinda Roberta. FT 
Cooftreocca Tel: (+44) 171 896 2626 
Fax (+44) 1 71 896 26960697 

LONDON 

OCTOBER 14-16 
TetaCom Power Europe VT 
C wn mitirt T hfeco— racHonn 
for Etoctric UtMtlu - Conference 
& Exhibition 

Cootribatora: EC, Norweb, EoerteL 
Eneigia, AlUreJ, Tcl-Energo, Emtcl* 
Bay ern w tih Netcom, RWE TelHaocc. 
Kyushu Electric Power, Yorkshire 
Etectrioy. 

B^h Jevril PennWUl CAB, 

ESy Engkes Phone: *31-30-26 50 963 
Rue *31-30-26-30-928 

4— tint— , THE NETHERLANDS 


The Essentials of 
DfTHUUTIONAL 
ACCOUNT! K8 
Memrilcnal accounting 
haimankatiDn k cartaln to become 
one of the mow Important IfcnncM 
dadriom of the nad centuy. Attend 
mis 3 day kaWeg coerea and 
ensure you tan a competitive edge 
h today* muttnstlonal btotam 
emtaraaL Learn about tha 
cumwt and posable ManrioHl 
AcaMBOng Boriwife (IAS), 
European accounting differences, 
and tredMom! financial olio 
anafysfctBdmiqoes. 

For torfhar tafonudan com: 
T>acy Stand at FFoo 
fet +44 171 344 3824 
Fac +44171344 DM3 




London 


OCTOBER 22 & 23 . 

Qnmmon— i Dn* wiw raw 

On dm eve of the 1997 Co— c w reaMi 
Hffc of GovemmemMeeoog des major 
event, arranged by tbe Comtuou wssltii 
llv HmUi Ri mhiii p h mI FT 
.pm fc re uc — . win provide, a unique 
platform to farther develop trade mid 
mvestmem wldim die Coomonvcfllft. 
laiiqpug U g ft cr fdutn gii w hed putan 

rvnir PT Q afcww * 

Tht +44 171 896 2639 

OCTOBER 27 

Tho 2nd FT Dtamonds 

Confarance 

foaUh^oa the sacoesa of ihe 1996 FT 
Mau a i h conference, ibis jmri event 
will provide a high-level forum to 
review inkling, feaengaod marketing 
aod to discuss bmds in ma)or coasumer 
market*. For further detail* please 
contact Sarah Gibb, FT Conferences: 
Td +44 171 896 2 09 Bax +4 4 171 896 
K0&E-nal la rata ^ pe t uttar -proxoro 
LONDON 


Conferences 
& Exhibitions 


NOVEMBERS &6 
A New Century in Publishing 

Confirmed ipeakers include: The Rt 
Boa Michael Hesetiae MP; Nigel 
Stapleton. Reed Elsevier; Marjorie 
Sordino. P tan un pic; Ifidad Lyutoo. 
ft*n g h w‘ \f»r Rst f rfi y ^ Frf S lff f |o 
Ev^Jng Standard; kb Doretiu Cbcccfi 
Palahn. President. . Dow Jones 
Interactive Pn qwi ni^ FT 

Conferences Tet +44 171 896 2626 
Pax: +44 171 896 2696/2697 e-mail: 

NOVEMBER 20 & 21 
FT ajropssn Monstary Union 
This conference will focus on tbe 
ee rvwnir iayact of BMU. fee op m«u c n a 
fram e w o rk - bow currency waiffity 
be mamtarned. as well at tbe strategic 
implication* for commercial banka, 
merchant banka and the major 
co roomet- Enouiriec Locinda Roberts. 

Ita: +44 171 8962696*2697 
Liu i h bdnda^pemaoo-pronom 

Southwark BrUge, LONDON 


DECEMBER 1&2 
FT World TWacommutications 
Confirm e d * pcakm mdode: Sir Peter 
B onfield CBE, B7) Richard Brown, 
CtaMe and Wbrieaa pic; David TVyvet 
TOedbc Corporatio n; John Sidgmem. 
UUNET Tfcchnologie*; Dr Anm Sarin. 
Aii touch Coa i iBu nica i i o n a; Rood ftfindL, 
Federal O i nm u pi ewi n m riwi nin lwi 

Sto'I rT ^2626R ou 0171 8962696 

LONDON 


Conferences 
& Exhibitions 


The Conference & Exhibitions 
page appears every 
Monday listing the latest 
Conferences, Exhibitions, 
Seminars in the 
UK and Abroad. 

Advertise your conference 
to an unrivalled business 
audience by using this section. 

For information please contact 
Vivienne Eka 
Tel: +44 171 873 3507 
Fax: +44 171 873 3098 


BANKERS 


ECONOMISTS 


MANAGERS 


Applications for 
Jufy intake now 
being accepted 


l/i\(iii vn u 
Hi > / \ / vs 
>/ ii on i 

I m\ i in n 
ol W \||-. 
r» \ nm »i; 


Financial specialists from more than SO countries have chosen this course 
to successfully achieve MBA status. 

Amongst high quality programmes, it 
is perhaps, the most convenient and 
flexible. Developed specifically for 
die working professional, the course is 
delivered through the combined 
resources of a world-ranked Business 
School and a leading European School 
of Banking and Finance. 

Globally, a network of prestigious 
organisations provides foil local 
support and workshops. 

An accelerated programme provides 
exemption-based admission for 
specific professional qualifications. 
For com p rehensive information please 
contact us. 

INSTITUTE FOR ^INANCIAL MANAGEMENT 
University of Wales, Bangor. Gwynedd LL57 2DG 
Tet *44 (0)1248 371408 Fas +44 (0)1248 570769 eHumbaba040@Ungpue.uk 

bnpj//wwwi<«np»cjr.wli/4)/ifm/bociicJmn 
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DISTANCE 

LEARNING 

MBA 


FINANCIAL 

SPECIALISTS 


llfjgggji ft yff 


^ onea 

Bushess Administration 

♦ Smaff groups STS^lwi 

Communications & PR 9*0***** 

_ . Jacob Jordoensslroat 77 

♦ MMdual supervision B-20T8 Antwero - Belgium 

Information Systems 

♦ International shtdart body E-maB: EunnioOpoptiosl.BunefJx 

Hotel Manogeroent 

♦ Mar-campus exchange TsL + 41 E2J 939 04 30 

European Languages iSKStS 

+ High fob placement rate lntemetrwww.eurunl.be 


^■LANGUAGE COURSES^H 


“gs 

<2° 

io| 

Z “ 

a a 
SJ z 
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1997 GENEVA 
EXECUTIVE COURSES IN 
FINANCE 

It is vital that today's Inanoe professional keep 
abreast of the latrat developments. For the 
past decade ICAfi has built a solid reputatfon 
training exacuthras from over 800 institutions 
and 80 countries in the latest risk management 
techniques. A highly reboimadlntMiialfonal 
faculty assists pariidpafts to buld sophteficatod 
skite which enables them to profit from complex 
chaflangas in a rapidly charging environment 


LANGUAGE COURSES 

in SL Petersburg, Russia 
http^AnwaptxJWeducacentra 
Turn RUSSlANr Courses: from 
Beginners to PcoBctency-Oonacal, 
Biilness, Executive and SpecW 
Courses; Accommodation, Vtare 

EDUCACEHTRE 

Call: 812 -2741220 
812 -2741528 (Fax) 

^ ri'~ 1 ‘ i i i'~ i ~i 1 mi - 


LANGUAGES 
FOR BUSINESS 

« IMored tuition for bustau people 

• Cams far ntwduab rod groups 

• fa eorroerw or ri or* cerates in 
London, Oriord, BrigMm wa Kert 

• EaMft teadmg to owr 40 
tanguagas IncMdtas Engkrti 


5 Percy Street London W1P 9fB 
‘Mepbore: 0171 637 8041 
Fax: 0171 580 0122. 


Zfummmo Ttemlatfaq 
Sf* ^otwprariaj 
huiatro inw dacwe Wwr tk 1 
udwcdMadcomscsia 

COMMUNICATING 
IN RUSSIAN 

=> Develop la n g u age skills 
a» Understand fcuameai mentality 
=3 Ipcrceac co mpetiti ve edge 
m Stay in control 

Tet +44 1628 680 698 
Fax: +44 1628 823 585 
Courses may be held in 
your office or in a quiet 

country retreat 


To advertise in 

Language 

Courses 

Please contact Vivenru- Eka 
on -4-V O; 171 S73 321S 


Financial Times 


Would speaking your 
Customer s language 
have made the 
difference ? 


Did you- last meeting overseas go as weft as you had 
hoped? No ? Why not? Did you Iom out to a competitor 
who did speak the language of the customer? 
Doirt let It happen again - 

CaH BERLITZ for detafte of 'Doing Diisin— In' 
Franch/OarmanfSpanlah NOWon 

0171 - 915 0909 
0191 -643 4334 
0191 - 998 3907 
0131 - 996 7198 


Helping the Vferfd Communicate. 


1 Kevin Wflson August 18 -22 

MODERN SECURITY ANALYSE FOR 
PRACTITIONERS 

2 Hashem Pesaran August 25 -29 

FORECASTING TEttiNnUESM 
FINANCIAL MARKETS 

3 Richard Levtch September 1 -5 
EXCHANGE-RATE AND MTERESHUKTE 
ECONOMICS 

4 Stephan Schaefe r September 6 -12 
BOND PORTFOLIO AND INTERESFflATE 
RISK MANAGEMENT 

5 Anthony Naubargar September 15 - 19 
THE USE OF DERIVATIVES IN 
PORTFOUO MANAGEMENT 

6 Giorgio Questa September 22 -26 
IMPLEMENTING AN EFIECTIVEVttSK 
MANAGEMENT SYSTEM 

7 HansGenbeig September 29 -30 . 
THE ECONOMY IMPLICATIONS OF EMU 

9 Mke Staunton October 20 -24 

EQUITY PORTFOUO MANABBENT 

9 Alessandro Penatt October 27 -31 "■ 

GLOBAL ASSET ALLOGffilQN : T- 

10 Rend Stub November 3 -7 

RK>K MANAGEMENT TOOLS AfQ 
STRATEGIES t 

11 DawdCox November io - 14 ^ ■ 

OUANTlTAnVE TECHNIQUES FOB - :i 

FINANCIAL MARKETS = p r 

12 Salh Neftri November 17-22 -r* 

ADVANCED MATHEMATICS^ . : T> 
DERIVATIVE PRODUCTS 


For our cMaiM brochure, pUaee contact 


Av. Bbnc48 

1202 Geneva, Switzerland 
Tet: +41-22/731 95 55 . 

Rue +41-22/731 95 75 
htto^/hetwwwjjrtgej^cnto 
tonal IcmbOheLuiigej*) 
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MARKETING 


How the brands have flared 


Brand-builders 
perceive pattern 

Share price data over 15 years point to a 
shift in focus, says Alison Smith 


Ovar IS f Mrs 

Indices rebasod 
TJDOP - • : — 


C ompanies which 
base their busi- 
nesses on brands 
have outperformed 
the stock market during the 
past 15 years, according to 
unpublished research by 
Citibank and Interbrand, the 
brand consultancy. 

Their analysis compared 
the share prices of a group of 
68 companies dependent on 
brands with the performance 
of the FTSE 350 Index, and 
found that the branded 
group did consistently bet- 
ter. 

The branded group 
includes such companies as 
Cadbury Schweppes and 
Unilever which rely on the 
brands they sell, and busi- 
nesses such as British Air- 
ways where the corporate 
brand is itself significant. 

Bat during the past five 
years, the share prices of 
this same group of compa- 


S ingle women - par- 
ticularly single 
women with children 
- are overlooked by 
many advertisers, according 
to analysis which contra- 
dicts traditional perceptions 
of one-parent families as 
low-income, low-priority 
consumers. 

The findings, from London 
media specialist Media Solu- 
tions, show that significant 
numbers of single women 
have above average income 
and suggest that many 
brand owners are ignoring 
up to 15 per cent of UK 
households. 

Media Solutions analysed 
population and lifestyle data 
across several consumer 
groups. It identified two pre- 
viously unrecognised female 
groups: “silkies" and 
“slinkies”. 

Silkies’ are single ladies 
on high income — defined as 
£25,000 a year or more - 
with kids up to 15. The com- 
pany identified 995,000 of 
them, accounting for 5 per 


nies did less well than the 
FTSE 350. The research 
revealed a similar pattern in 
the performance of heavfly- 
branded companies in the 
US. 

Raymond Perrier, brand 
valuation director of Inter- 
brand, says that the record 
of branded companies since 
1992 suggests that “branded 
goods companies. In an 
effort to meet expectations 
for short-term performance, 
were sacrificing longer-term 
brand-building investment 
and their share price reflects 

this 

“Only now are they begin- 
ning to reverse that trend”. 


T he research con- 
cludes that during 
the growth period of 
the 1980s companies 
were able to generate cash 
from the brands they owned 
and did not have to focus so 


much on investing In them 
because they were not under 
such competitive pressures 
as they are 
now. 

However, markets in 
developed countries are now 
mature and the margins of 
branded companies are at 
risk because of the growth of 
own-label sales and 
the increasing power of 
retailers. 

Patrick Hearne, a 
vice-president of Citibank 
and the co-author of the 
research, says the difference 
in the relative performance 
of branded companies over 
the longer and shorter time 
spans shows how important 
it is for Item to adopt an 
approach to managing their 
brands which is based on 
creating value for sharehold- 
ers. 

“I think we wm see more 
companies re-focusing their 

ADVERTISING 
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brand portfolios, and concen- 
trating on the brands that 
create value Cor the busi- 
ness." 

He argues that this con- 
trasts with the way some 
companies have allowed 
marketing to be too detected 
from the financial disci- 


plines applied to 
other aspects of their 
business. 

“In some cases you need to 
make the case and win board 
approval to put up a plant, 
but there is no similar rigour 
in setting the marketing 
budget." 


Slikies and sli nk ies 
deserve attention 

Campaigns based on traditional social 
classifications are risky, says Meg Carter 


cent of all households. 

Slinkies are also single 
ladies on high income but 
have no kids. There are 
2*2m in the UK, about 10 per 
cent of households. "These 
are women who are not mar- 
ried. Some may be widowed, 
others divorced but the 
point is none rely on a part- 
ner financially.” Media Solu- 
tions managing partner 
John Carter explains. 

“Slikies are classically 
time-poor, money-rich con- 
sumers although theirs is, 
undoubtedly, an expensive 


lifestyle with childcare and 
other associated costs. 
Slinkies are clever, ambi- 
tious and status-conscious. 
Advertisers ignore these 
women at their periL” 


Y et, Carter insists, 
many do: “The tra- 
ditional non-work- 
ing housewife is 
still a currency used to buy 
many media campaigns,” he 
says. 

Companies aiming at 
mothers with young chil- 
dren and upmarket consum- 


ers with family-orientated 
or premium products - such 
as household goods, car or 
hi-fi brands - are amongst 
those losing out, he 
believes. 

For example, most ads for 
household products appear 
on daytime television - 
when slikies and slinkies 
are at work. 

Increasingly, advertisers 
recognise the advantages of 
targeting consumers by atti- 
tude and lifestyle, but they 
buy media for their cam- 
paigns according to basic 


demographics such as age, 
occupation and sex. 

These are based on tradi- 
tional social classifications 
by professional status, rang- 
ing from A (higher manage- 
rial, admi n r n i -r a ttw or pro- 
fessional) through B to G2 
(skilled working class) and 
D (unskilled working 
class). 

The rise of the service sec- 
tor and decline of tradi- 
tional manufacturing bave 
led to a shift in the work- 
force with a perceived shift 
upmarket - ie. more ABCLs 
and fewer C2DEs. Carter 
says. That does not, 
however, take into 
account either consumer 
attitudes or disposable 
income. 

“Demographic clusters 
have lost their usefulness,” 
Carter claims. “Although 
this is being taken into 
account at the planning 
stage, it is not taken into 
account when media is 
bought. We thfafc it’s about 
time it was.” 


Ad in the News • British Airways 

A £lm formula 
going stale 


From the first few notes of 
Delibes' Lakme you know 
it's a British Airways com- 
mercial. 

The multi-cultural images 
convey the universal joy of 
shared experience: from 
excited Italians at a wed- 
ding and an American foot- 
baller enjoying applause, to 
a Chinese woman being 
hanrtwl her gr andchil d, and 
an African boy enjoying the 
rain. 

It’s all beautifully shot 
with the production values 
we've come to expect of 
British Airways commer- 
cials. And yet, somehow, 
the sum of the whole is less 
than its parts. 

With the bold recent cor- 
porate re-design gamering 
acres of news comment 
about the replacement of 
the union flag with an 
eclectic selection of tail 
designs. British Airways 
has in one swoop done 
away with its somewhat 
staid and nanny-like image. 
You may not like it but you 
can't fail to have noticed it, 
or to have formed an 
impression of the airline 
bared on it 

That effect has long been 
the preserve of British Air- 
ways' advertising, ever 
since the Saatchi brothers 
first coined the “world’s 
favourite airline” tag and 
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Multi-cultural images 

aiming at worldwide appeal 

showed Manhattan Island 
flying across the Atlantic. 

A succession of bold com- 
mercials followed. 

The advertising has 
become a victim of its own 
success. Each new “master- 
brand” epic commercials is 
designed to run in ever 
more countries around the 
world - that’s how BA justi- 
fies the Elm (81.6m) produc- 
tion budget for each ad. The 
more countries an ad has to 
run in, the easier to under- 
stand the images need to be 
(dialogue is out of the ques- 
tion). 

Clearly, from this position 
it is all too easy to create 
bland, lowest common 
denominator advertising - 
we see it every day on our 
TV screens by way of life- 
style ads for yoghurt, choco- 
late and courier companies. 


But both BA and M A C 
Saatchi expend an enor- 
mous amount of time and 
money in trying to make 
their ads stood out. They 
have unquestionably 
achieved this in the pas*, 
hut it seems that they are 
reluctant to alter the for 
mula. 

We’ve now scon images 
like these so many times 
we’ve become Inured to 
them. Rivals like Delta have 
begun to create glussy 
global ads of their uwn. 
They are extravagant films 
full of universal emotional 
experiences and no dia- 
logue, set to a classical 
soundtrack. 

The numbing effect is 
worse in Britain where 
there is a history of the epic 
corporate commercial with 
its global imagery, and 
where the production and 
writing standards of most 
commercials is so high. 

In less sophisticated TV 
advertising marketplaces 
this ad will shine, but it 
still won’t have as much 
impact as seeing one of the 
new painted planes. The ail 
is mildly disappointing, if 
only by British Airways’ 
own exacting standards. 

Stefano Hatfield 

The author is editor of Cam- 
paign. 


Wanted: airborne concierge 


T he scene is a train- 
ing session far air- 
line staff Staff sit at 
a table, eyeing their 
watches. Their instructor is 
late. 

“Now you know," he tells 
them when he arrives, “how 
passengers feel when their 
fli gfrt s are delayed." 

Somewhere to the friendly 
skies, a passenger is 
caressed by dry ice, fawned 
over with luscious food, 
soothed by romantic music. 
“Wouldn’t it be great,” says 
a voiceover, “if we could all 
fly airline commercials". 
These advertisements are 


part, of a ramp ai g -n la unch ed 
by US giant United Airlines, 
which took a long, deep look 
at the way customers felt 
about flying - and didn't 
much like what it saw. 

The airline’s chairman and 
chief executive officer Ger- 
ald Greenwald says: “It 
would be disingenuous of me 
to say we weren’t already 
aware of the fact that air 
travellers were unhappy. 
What shocked us was the 
depth of the dissatisfaction 
we uncovered”. 

An international study by 
the Chicago-based Cam- 
bridge Group and UK com- 


pany MSB (Managing the 
Service Business) found that 
the US airline industry con- 
sistently foils to meet pas- 
sengers’ expectations and 
needs and confirmed that air 
travel can be a frustrating, 
isolating experience for busi- 
ness travellers. 

When things go awry they 
feel and at the airlines’ 
mercy - as so much of what 
happens is beyond their con- 
trol. Above all. they want 
good service, with airline 
employees acting like con- 
cierges at top hotels. 

Roger Bray 
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Lome face to face 
wich the latest in Indian 
industry at the 'Made in 
India Show' in Manchester. 
Celebrating 50 years of 
Indian independence, the 
first CM exhibition in UK will 
display Indian products of 
international standards at 
globally competitive prices. 

The 'Made in India Show' 
- your first step towards a 
long and progressive part- 
nership with the Indian 
industry. 

Product; Catenaries 


• Automobile & Auto Compo- 
nents • Building Material & 
Sanitaryware ■ Consumer 
Durables - Ceramics 

• Energy 5 Power • Dyes £ 
Moulds » Footwear S 
Leather Products • Furnish- 
ings - Handicrafts • Hotel 
Supplies • Softwares & 
Information services • Iron 

& Steel • Light Engineering 
Products • Office Equipment 

• Pharmaceuticals • Proc- 
essed Foods • Textiles 

• Tourism £ Tourism related 
events • Toys & Articles 
(This list is illustrative) 

Concurrent with 
the Show : 



drive down 
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10 - 13 July, 1997 
Velodrome, Manchester. 




• CE 03 ' Deiegatron 

• Seminar • Cultural 
Events • Food Festival 

• Fashion Show 

Fair Timing s: 

ID - 11 July: 

10 am to 6 pm 

12 July; 

10 am to 5 pm 

13 July: 

10 am to 4 pm 


For more details contact Mr. Vlrandra Gupta 
Confederation of Indian Industry, G/o James Greaves -& Ca 
Brazennose House, Manchester M60 2JA. 

Tel: 0044 161 834 0991, Fax: 0044 181 832 0753 

Organised by: 


Confederation of Indian industry 


In cooperation with 


High CommbJon 
at India in UJC 


Supported by Official Carrier 
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No longer just a techie fantasy, digital distribution is gathering momentum 


Digital music market tunes up 

The way albums are sold may be about to change, says Alice Rawsthbm 


I n August, a couple of 
hundred German fami- 
lies will be thrust to the 
forefront of music tech- 
nology, when they start an 
online experiment to buy 
alb ums from their homes 
delivered directly to their 
computers. 

The trial, run by Deutsche 
Telekom, will set a prece- 
dent in the global music 
market. It will be the first 
online project to involve the 
“big five" record companies: 
PolyGram of the Nether- 
lands. Japan’s Sony, Warner 
of the US, the UK’s EMI and 
Germany's Bertelsmann. 

Once dismissed as a techie 
fantasy, digital distribution 
is now one of the hottest top- 
ics in the music industry. 
The critical questions far the 
world's record companies 
are: how big the online mar- 
ket will be - and who will 
control it? 

Music is already one of the 
most popular themes on the 
internet, largely because the 
demographic characteristics 
of frequent record buyers - 
young and well-educated - 
are identical to those of com- 
puter enthusiasts. 

Successful rock groups 
have scores of unofficial web 
sites launched by their fans, 
and official sites run by their 
record labels. Equally popu- 
lar are online chats, in 
which musicians reply to 
e-mailed questions, and net- 
casta. where concerts are 
relayed over the intemeL 
At present official web 
sites and netcasts represent 


an additional outlay for 
record labels and artists. 
They may eventually be able 
to offset the cost from adver- 
tising and sponsorship. Jupi- 
ter. a research consultancy, 
predicts that the advertising 
revenue generated by music 
sites in the US will grow six- 
fold this year to $l2m 
(£7 . 2 m) and reach J650m in 
2002 . 

Yet the commercial poten- 
tial of internet advertising 
pales beside that of selling 
recordings online. A nascent 
digital music market has 
already emezged in the US. 
pioneered by specialists such 
as CDnow, a mail order busi- 
ness launched in 1994 by 
Jason and Matthew Olim, 24- 
year-old twins, from the 
basement of their parents' 
home. 

Three years later, CDnow 
sells 250.000 albums, videos 
and books from Its website. 
Consumers e-mail their 
orders and credit card 
details to the company, 
which posts the products to 
them. Established US record 
retailers, such as Tower and 
Camelot, have introduced 
internet ordering services as 
extensions of their mail 
order operations. The cost of 
setting up such sites is less 
than opening a store. 

Online music sales are still 
negligible. Jupiter estimates 
their value at $l&2m in the 
US last year, and forecasts 
S47m (less than 0.4 per cent 
of total sales) this year. But 
consumers clearly enjoy 
buying music on the inter- 


net. not least because they 
can preview albums by lis- 
tening to short samples of 
the music 

The next phase in the digi- 
tal music market’s develop- 
ment win be the launch of 
fully fledged online services 
whereby music Is delivered 
directly to the consumer's 
computer in the form of a 
digital signal, which is then 
stored on the hard t»nk, and 
can be recorded on a $500 CD 
recorder. 

R ecent advances in 
technology have 
reduced the time 
taken to download 
a song from such services 
from more than an hour a 
year ago to only a few min- 
utes using a high-speed 
modem. Hundreds of pirate 
“digital jukeboxes" have 
emerged, principally in file 
US, as latter-day equivalents 
of 1960s pirate radio stations. 
Most of them are run by 
young fans who post com- 
pact discs on the internet, 
and allow people to down- 
load them for free. 

The Recording Industry 
Association of America, 
which represents the US 
record companies, prose- 
cuted three unauthorised 
jukeboxes for breach of copy- 
right earlier this month. The 
prospect of anyone with 
internet access being able to 
obtain new albums for noth- 
ing poses a serious problem 
for the music industry. For- 
tunately for the record com- 
panies, the jukeboxes are dif- 


ficult to find, and often close 
down bewilderingly quickly. 
But their emergence has 
encouraged the industry to 
accelerate its own plans for 
digital distribution. 

Until now, the "big five" 
have adopted a cautious 
approach, and have 
eschewed the increasing 
number of legitimate digital 
jukeboxes, which relay 
music from independent 
record labels, or unsigned 
acts. They had planned to 
wait until industry-wide 
technology to control access 
to digital music signals 
becomes available next year. 

But several digital distri- 
bution services now claim to 
have removed the need for 
such technology by develop- 
ing “secure’’ systems. EMI is 
In talks to participate in an 
online music trial, which 
started this spring (using 
music from - independent 
labels) in 400 French homes 
on Lyons aise des Eaux’s 
high-speed cable television 
network. The “big five” are 
negotiating with Deutsche 
Telekom to join this sum- 
mer's pilot test, as a precur- 
sor to a test in thousands of 
German homes next spring. 

One attraction of the Ger- 
man project is that the 
record companies will act as 
content providers, thereby 
retaining control of their 
copyrights, with Deutsche 
Telekom being paid a line 
charge by consumers- Such 
services could be highly 
profitable for record labels, 
which wifi keep the 50 per 


ADVERTISING 


Don’t mention the wall 


R ussian consumers still have 
money to spend and are still 
keen on buying imported 
goods, bnt foreign companies 
need to handle their advertis in g and 
marketing sensitively, warns a study 
by the Economist Intelligence Unit. 

The EIU report says Russian 
consumers are very particular In their 
likes and dislikes. “For a generation 
which has been raised as part of a 
political and scientific superpower, to 
be treated as a poor developing nation 
touches on a very raw nerve." it notes. 

It says Russians can easily be 
offended by advertising based on a 
foreign, especially American, culture. 
The EIU says two US companies. Mars 
and Wrigley, have already learned this 


lesson the hard way. 

Russians continue to shy away from 
domestically-produced goods because 
of doubts over manufacturing quality, 
even those produced in Russia for 
foreign companies under strict 
supervision. Instead, local consumers 
place their trust in imports from 
countries with a rep u t a tion for 
quality. 

The report also notes that small 
brands can compete effectively against 
big established rivals if they employ 
innovative marketing strategies. For 
example, the EIU says StimiroL the 
Danish chewing gum, has outpaced the 
much bigger Wrigley in Russia thanks 
to clever advertising. 

The EIU reveals that while nominal 


gross domestic product has contracted 
by 40 per cent and real incomes have 
declined since the collapse of the 
Soviet Union, an embryonic middle 
class has begun to emerge. 

In 1995 10 per cent of families 
earned more than $250 a bead a 
month, and between 1902-1995 
Russians bought 3m new cars. Also, 20 
per cent of families now owns a 
videocassette recorder. 

However, the report finds that less 
than a quarter of all families have 
disposable income. The rest struggle to 
provide the necessities. 

Patrick Harverson 

Consumer Marketing in Russia, 
Economist Intelligence Unit (£395/ $825). 


Tim Jackson • On the Web 


Never confuse your robot 



So you’ve got 
the company’s 
website up 
and running. 
Now you face 
the difficult 
question of 
how to get 
people to 

come to it. 

Most website owners sim- 
ply assume that their 
domain name, such as 
ietvtp.sun.com. will bring in 
customers. But as more 
names are registered, each 
website has to compete with 
confusingly similar competi- 
tors. 

Advertising, often seen as 
a panacea, can be an expen- 
sive mistake. A recent col- 
umn looked at the pitfalls of 
indiscriminate banner adver- 
tising on the Internet 

The most important way 
or bringing people to a web 
site is also usually the most 
overlooked: the search 
engines, including Lycos, 
Altavista. WebCrawler. 
Excite, and HotBot. 

Many users start their 
research by typing in a 
string of words and follow- 
ing the list of most relevant 
links. Yahoo!, the most popu- 
lar, delivered more than Ibu 
page views in April and 
serves about 10 per cent of 
the world’s internet popula- 
tion. 

With listings far larger 
than the biggest library cata- 
logues. the search engines 
are wonders of the modem 
world. They send out soft- 
ware “spiders” and “robots” 


to roam the web, returning 
with information cm sites. 

But these spiders and 
robots aren’t human. They 
follow rigid rules, and these 
rules have a dramatic effect 
on how each website is 
indexed. 

If a website is designed 
without giving any thought 
to how search engines work, 
a web user who types In a 
word or phrase that captures 
the site’s subject perfectly is 
unlikely to see it. Among the 
thousands of pages returned 
by the search, it will be bur- 
ied too far down the list for 
any but the most persistent 
customer to see. 

Generally, what matters is 
to become one of the top ten 
“bits” returned by the 
search. In recent weeks. I’ve 
received half-a-dozen pieces 
of junk mall offering to 
explain, for sums ranging 
from $20 to $100, the secrets 
of how to get your site into 
the top ten. 

So as a public service. Fve 
spoken to some technical 
people at the search services 
and come up with free 
advice. 

Step one. say the search 
people, is to keep your web 
pages pithy and relevant, so 
as to avoid confusing the 
robots. The same goes for 
the title of each web page - 
the phrase that appears at 
the top of the browser when 
it arrives on the client’s 
screen. 

Step two: use meta-tags. 
These are nuggets of hyper- 
text markup language 


(html), designed specifically 
for search engines, which 
give a description of the 
page or a list of keywords 
under which it should be 
indexed. Forgetting to 
include these tags is proba- 
bly the most common web- 
master's mistake. 

Another mistake is to for- 
get that robots and spiders 
cannot decipher words in 
fancy graphical fonts. 

I n choosing meta-tags, 
it's helpful to be com- 
prehensive. An agency 
that rents houses might 
include these keywords: real- 
tor, house, flat, rental, new 
home, apartment, estate 
agent, moving huose. (The 
last word is deliberately mis- 
spelled to try to attract the 
attention of internet users 
who make a typing mistake 
during their search.) 

Some webmasters, known 
in the trade as “spandexert" 
because they are trying to 
span the indexes, also use 
black arts. They repeat the 
same keyword, or they 
include material at the bot- 
tom of the page in tiny white 
letters on a white back- 
ground. After achieving a 
high ranking, some design 
multiple identical pages to 
squeeze out the competition 
fro m the top ten. 

The search engines are 
getting wiser. Like taxmen 
on the trail of accountants, 
they keep tabs aa what the 
spandexers are up to. 

But there are still tech- 
niques open to the honest 


webmaster. One is to ran the 
kind of search that your cus- 
tomers might carry out, and 
check the source code of the 
sites that come up tops. 

Another is to change the 
titles of pages and continu- 
ally resubmit them. A third 
is to use the spandexers' 
own weapons against them. 
Since the search engines 
only started penalising 
manipulation late last year 
you can "resubmit” someone 
else’s website to the search 
engine- That will prompt the 
spiders and robots to take a 
second look - and to de-list a 
site if they find evidence of 
wrongdoing. 

I found three sites particu- 
larly useful on this topic. 
One is deatHock-eomlpromote, 
which contains good advice 
from Jim Rhodes, who 
explains how he got his Lon- 
don hotel to the top of the 
rankings, and in the process 
brought in dozens of new 
e-mail bookings each day. 

Another is searchengme- 
ioatcft.com. which, contains 
detailed technical back- 
ground and suggestions. 

A third is rankMs.com - a 
free service which allows 
you to type in a search tarn 
and the address of your own 
website, and find out how 
highly you ranked. 

Unfortunately, not every- 
one can be in the top ten. All 
advice, no matter how good, 
suffers from the same prob- 
lem: mice everyone else fol- 
lows it, you're back to 
square one. ■ - 
timjaclamt£pobuc.ccan 


cent of the purchase price 
that now goes to the retailer- 

Jupiter es timates that the 
digital music market may be 
worth $L6bn In the US, or 
7.5 per cent of the total mar- 
ket, in 2002. It may grow 
even faster, if interactive 
television and telecommuni- 
cations networks, like Lyon- 
naise’s and Deutsche Tele- 
kom's, become widely 
available. 

In the long term, th e "big 
five” could nurture a lucra- 
tive new market by 
distributing music digitally 
on these sendees. They 
could also sell music from 
their websites, although 
record retailers are better 
placed to do that, as their 
brand names are mote recog- 
nisable. 

Judging by the progress of 
the digital mus ic market, its 
development will not herald 
the demise of record stores 
and the “big five", as oven 
optimistic techies once pre- 
dicted. Digital piracy 
appears likely to be a persis- 
tent problem, and there Is a 
risk of internet discounting 
destabilising the price struc- 
ture of the music market, as 
it threatens to do in the book 
market 

But these difficulties are 
offset by the potential bene- 
fits of digital distribution. It 
offers an opportunity for the 
industry to cut costs, and to 
expand its market by mak- 
ing it easier for consumers 
to buy music - as the partic- 
ipants in Deutsche Tele- 
kom’s trial will discover. 



Raymond Snoddy • Media 





he beadhnes at the 
Amsterdam sum- 
mit last week, 
understandably 
concentrated on the seismic : - 
issues of the single cur- 
rency and border controls, 
but the heads of statealso-- 
found a 'moment or 'two to 
adopt unanimously a rather 
important protocol on the 

r qpflj a. 

The protocol Is significant 
because it formally recog- 
nises the position of public 
service broadcasting within 
the European Union. 

Surely, some might fl sk , 
organisations Uke the BBC 
In the UK (nr ZDF and ARD 
in Germany are well : 
enough recognised already, 
and hacked in most cases 
with compulsory licence 
foes underwritten by law?' 

The importance of the 
protocol is that it clarifies 
for file first time that the ■ 
money that goes to public, 
service broadcasters is com- 
patible with European com- ■ 
petition rules.- The docu- 
ment doses off any threat 
of a challenge to the ElTs 
public service broadcasters 
from increasingly powerful 
private broadcasters cm the 
grounds that licence fees 
are illegal subsidies. 

It wifi be interesting to 
see whether this protection 

wrtanite to the lannrhirtg off 
cable wTtri sa tellite channels. 
Germany's private broad- 
casters, for instance, are 
outraged that ZDF and ARD 
have been allowed to use 
special licence fee supple- 
ments to launch satellite 
channels. 

The BBC, by contrast, has 
promised a complete separa- 
tion of licence fee money 
from commercial ventu r es. 

The central point, how- . 
ever. Is that the official doc- 
uments are now In imp with 
what ought to be the social 
and economic reality: that 
in .'Europe there should be a 
dual system off broadcasting 
- public and private. 

The arrival of hew chan- 
nels and more have 

been of considerable benefit 



to viewers. Public service 
broadcasters' have -.often 
been sthify. arrogant, 
bureaucratic, unacceptably 
set in their ways and out.of 
touch with their audiences. 
They -have dearly benefited 
from compefitiQB so for. . - 

But in the digital - age, 
with potentially hundreds 
of channels, what level of 
competition is beneficial? 
Where should its limits lie 
and once the genie is out of 
the digital bottle, is there 
anything anyone can . do 
about it? - 

It is easy to paint the 
ideal scenario. Maximum 
additional choice -should be 
available to those who elect 
to pay. for it on top of; a 
bedrock public service • 
available to the entire coun- 
try. - •• •• 

he scenario^ only 
works if public ser- 
vice broadcasting 
does not become an 
impoverished ghetto, the 
equivalent of a living 
museum. - Some important 
diagnostic hints and poten- 
tial remedies were provided 
by . the economists Andrew 
Graham and Gavyn Davies 
at a splendid reception last 
week in London's Institute 
of Contemporary Arts. 

Their paper, Broadcast- 
ing, , Societg and Policy in 
the Multimedia Age, was 
funded by the BBC. The cor- 
poration was clearly so 
pleased with the Indepen- 
dent conclusions that there 
was no shortage of wine 
and canapes - or of the. 
BBC’S very top brass. 

A number of the main 
conclusions are of vital 
importance. One is that, 
contrary to conventional 
wisdom, the multiple chan- 
nels of the digital" age will 
tend , to enhance monopoly 
rather than shatter it. This 
is because high quality mul- 
timedia products are expen- 
sive to produce, and the big 
players can leverage that 
cost through many different 
outlets around the world. 

Perhaps even more impor- 


tant, the -channels may' 
"breed like -rabbits' but 
scarce talent does not And 
the battlofor suefi things aS 
exclusive sports rights is a 
game for-Wg wallets. 

The second fundamental 
point is that in such a world 
the public service broad- 
caster with .a licence fee 
linked to retail -. prices will 
inevitably lose out over 
time .and needs an 
enhanced funding mecha- 
nism. 

'■ Graham and Davies 
believe that the creation of 
common knowledge and 
shared -.assumptions are 
essential to the operation of 
society and democracy, and 
that total reliance on the 
market is not the best way 
to reach that goal 

Graham, likes to tell the 
story about children in a 
south London school who 
were the number far 
the emergency services. 
Most thou^it it was 911 - 
the American, emergency 
number. 

-In fact the decline of the 
BBC without farther finan- 
cial help is, probably not aa 
inevitable as they think and 
their solution - a £45 a year 
supplement to the licence 
fee for those with digital 
-pgrri pment — could fell OQ 
two counts. 

It will bis' politically diffi- 
cult to -push through and 
those risking hundreds of 
millions trying to establish 
digital television in the UK 
will not relish such a sur- 
charge at the outset 

But Graham and Davies 
are right Important issues 
are at stake and the attain- 
ment of a protocol to the 
Treaty of Rome should be 
only the . beginning of a 
debate to tease out how 
public broadcasting can 
flourish alongside the 
expanding private sector in 
a multi-channel digital 
world. 

Broadcasting, Society and 
Policy in the -Multimedia 
Age. ■ BBC Public Affairs, 
0171 973 636L Free. 
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BUSINESS TRAVEL 




Travel News • Roger Bray 


Video cost saver 


Business travel agency 
chain Hogg Robinson has . 
begun offering customers 
access to 

video-conferencing. 

The move is not so 
contradictory as it sounds. 
As agents earn less from, 
commission - on airline 
ticket sales, for example 
they can often earn fatter 
travel management foes by 
saving companies more 
money. Managing director 
David Radcliffe believes 
UK-based Hogg “most have 
the confidence to tell clients 
when not to travel if their 
business solutions can be 


provided in other ways”. 

The company struck a 

deal with Regus, which 
organises video- 
conferencing at centres 
around the worth. It claims 
charts will pay 10 per cent 
Jess than if they made 
independent arrangements. 


airline serves the former 
four times a week and the 
latter three times. From 
October, Northwest will fiD 
In the gaps to each city, 
creating a daily service 
meshing with both carriers’ 
North Atlantic operations. 
With flights departing for 
India at 10.45am, most 
passengers from North 
America should be able to 
make same-day connections. 


an extension of its Fans 
services, using Boeing 737s 
with business and economy 
class cabins. Flights leave 
Billund at 1230pm, 
returning from Bergen at 
3.10pm. 


and the City and, though 
yon need to change trains 
at Eari’s Court, with 
Heathrow Airport. PnHkr 
other Travel Inns, it has 
telephones in roams. 


In-flight organic 


Capital budget 


Moscow five-star 


Passage to India 

The alliance between KLM 
and US carrier Northwest 
Airlines is about to lead to 
more freqnent flights 
between Amsterdam and 
two Indian cities, Delhi and 
Bombay. 

At present, the Dutch 


Danish launch 

Danish airline Maersk is due 
to launch direct daily fli ght? 
between its base at Billund 
in west Denmark and the 
Norwegian port of Bergen 
today. 

It is operating the route as 


As room prices in London 
soar, Whitbread has opened 
its first budget hotel in the 
capitaL 

The Travel Inn at Putney 
Bridge is charging £050 a 
night, A recent American 
Express survey found that 
the average corporate rate 
at tourist class hotels in 
London was £94. The hotel 
is dose to undergro u nd rail 
links with the West End 


Moscow is to get a new five 
star hoteL The 392- room 
Marriott Grand is scheduled 
to open later this summer 
on Tverskaya Street - about 

ikm from the Kranlin - 

where many shops and 
restaurants have opened 
recently. 

It win have a business 
centre and conference hall, 
with room for 350 delegates, 
which can be divided into 
five sections. 


Health -conscious 

passeng ers have persuaded 
Swissair to use organically 
produced food when 
preparing in-flight meals. 

With typical Swiss 
p rec ision it says that, in 
phase one of the project, 

68 per cent of warm meals 
and breakfasts will be 
organic. Group chief 
executive officer Philippe 
Bruggisser says the airline 
alms to make that 90 per 
cent by 2000. 

It plans to extend the 
policy to beers, wines and 
even baby food, and says it 
will buy coffee only from 
producers who pay growers 
fair prices. 
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The better lunchbox 


Amon Cohen explains BOC’s travel buying rethink 


Victoria Griffith on 
how hotels are 
helping travelling 
executives avoid 
dismal airline food 


A s frequent travellers 
know too well, some air- 
lines’ cutbacks on meal 
service has made for 
some pretty dismal in-flight fare. 
Passengers on domestic flights or 
In economy class are all too 
likely to encounter rubber chick- 
ens, stale sandwiches and minis- 
cule bags of peanuts. 

Apparently, hotel executives 
have also taken note, and are 
attempting to fill a niche - and 
empty stomachs - by offering 
boxed meals to guests. 

“The meals are mainly atmoH 
at people making a mad dash for 
the airport,” says Jeanne Date of 
the Hilton hotel chain, which has 
launched boxed meal pro- 
grammes at a number of loca- 
tions, including Los Angeles, San 
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Francisco and Chicago. “Other- 
wise. you might be facing 
another gooey pastry when you 
get on the flight” 

A growing number of hotels 
are offering takeaway menus. 
This month Marriott Interna- 
tional is offering its boxed meal 
programme out to 147 locations. 


The Four Seasons group says its 
takeaway menu has proved so 
successful in Los Angeles and 
Bali that it will soon offer the 
service chain-wide. Hie Westin is 
running a similar programme in 
Boston, Dallas and Chicago. 

While most big hotels will pre- 
pare takeaway food upon request 


the boxed programmes are differ- 
ent because they offer a large 
selection of cold menu dishes. 
There is also a greater emphasis 
on preparation. 

Hotels say closer connections 
between flights mean that travel- 
lers may not get a c hance to grab 
something at the airports. In any 
case, airports themselves have 
been moving away from white- 
table cloth restaurants toward 
fast-food venues such as 
McDonald’s and Pizza Hut. which 
do not appeal to all palates. 

Items on the boxed lunch 
menus offer more sophisticated 
fare. The Four Seasons “In-Flight 
Menu” includes dishes such as 
“spicy tuna rolls with avocado 
and pickled ginger” and “grilled 
lobster paninl”. 

The meals are not cheap: 
entrees usually run to about $20 
(£12.40): with dessert and d rinks , 
the bill can easily reach $35. 

For business travellers unable 
to face another rubber chicken, 
though, the price may be worth 
it 


A legally binding clampdown 
on noise levels is being 
proposed for Heathrow air- 
port, BAA. the privatised airports 
operator, has announced. 

The “noise cap” aims to reas- 
sure people living nearby that 
the sound of aircraft landing and 
taking off win not rise, even if a 
planned fifth terminal gets the 
go-ahead. 

The authority said evidence 
points to further reductions in 
aircraft noise. For example , the 
Boeing 777. which uses new 


Heathrow puts a 
lid on noise 


engine technology to cut the 
sound, produces significantly less 
noise compared to the older 
747-100. while carrying similar 
passenger numbers. 

BAA group te chnical director 
Michael Maine, chief policy wit- 
ness at the fifth terminal public 


inquiry, said: “Noise is a serious 
issue at Heathrow and we are 
committed tackling it head-on. It 
has been shown over the years 
that noise levels can be reduced 
despite an increase in the num- 
ber of passenger using the air- 
port" 


“Terminal 5 will only see an 8 
per cent increase in flights, as 
the number of passengers per air- 
craft continues to rise. 

“We are confident that even 
with this Increase in flights we 
will keep within the proposed air 
noise cap because many of these 
flights will be new aircraft with 
quieter engine technology and 
tiie older, noisier aircraft will no 
longer be able to use Heathrow 
after 2002. We are so confident 
that we are prepared to accept a 
legal limit." 


T oday, more than ever, corn- 
pan ies need to rethink 
their travel purchasing 
strategies if they are to contain 
their third largest controllable 
expense. 

Business class fares from the 
UK to North America have risen 
20 pa cent since 1995. according 
to American Express. Hotel and 
car hire rates have increased by 
double-digit percentages over the 
same period. 

One multinational which has 
taken travel extremely seriously 
is BOC, the industrial gases 
group. Travel was one of the 
first areas the group tackled 
when in 1994 it began to over- 
haul its purchasing strategy. 

BOC has an annual purchasing 
bill of $ 2 bn and decided the way 
to contain it was to work with 
key suppliers on a global scale. 

That ambition is being realised 
in traveL Since last year. BOC 
has reduced the number of travel 
agents it uses from more than 
100 across 60 countries to one - 
Rosenbluth IntemationaL 
Consolidating with just one 
agency is the first step in global 
travel purchasing. It provides a 
single, more accurate source for 
the data necessary to reach 
worldwide deals with travel sup- 
pliers. 

Now that BOC understands 
better where its employees have 
been travelling and with whom, 
it has signed a global car hire 
deal with Hertz and will shortly 
conclude similar negotiations 
with half a dozen or so hotel 
chains. 

Most importantly. BOC has 
wrapped up a series of global 
airline arrangements, which are 
stfll rare. Airlines have preferred 
in the past to make individual 


How to 
ease the 
burden 


deals in each country, partly 
because clients have been unable 
to produce cohermit multina- 
tional data. 

They have also doubted the 
ability of corporate clients to 
ensure employees use preferred 
carriers - try. for instance, tell- 
ing a French business traveller 
not to fly Air France. 

And the airlines have been 
slow to adapt their sales struc- 
tures for global negotiations. 
That is changing rapidly with 
the formation of International 
airline alliances, which provide 
the breadth of route networks 
that make a global deal attrac- 
tive to the client. 

BOC has signed two large 
deals: one with British Airways 
and its partners. Including 
Qantas; the other with what is 
now called the Star Alliance, 
including United Airlines, Luft- 
hansa and SAS. 

BOC negotiated with only one 
carrier from each alliance - BA 
and United - and left these two 
to negotiate in turn with their 
partners. 

At the same time, BOC agreed 
smaller deals with Catbay 
Pacific and two South African 
carriers - South African Air- 
ways and Comair - to account 
for routes not covered by the two 
alliances. 


These five contracts will 
account far around $0 per rent or 
the company's annual air travel 
budget of STSm-SSbm. 

BOC travel manager Paiu 
Kales says a strong track record 
helped clinch the agreement?*. 
“We have developed a very 
strong credibility and they know 
that when we make a guarantee, 
we will deliver on it. Some of the 
airlines have had their fingers 
burnt by companies promising 
and not delivering.” she says. 

Not only did Rosenbluth pro- 
vide the data to help keep that 
promise, but the successful 
implementation of its own world- 
wide agreement with BOC was a 
further factor. 

“Our relationship with Rosen- 
bluth is there to prove we have 
genuine global Intentions,” says 
BOC supply management group 
manager Craig Lurdner. 

Rosenbluth has been 
impressed with BOC's approach 
to purchasing, last year, it gave 
its client an award for construct- 
ing the best tendering process of 
1996. 

The award was partly in recog- 
nition of BOCs assessment 
model, devised by the group’s 
supply management department. 
The model aims to improve selec- 
tion procedures by weighting the 
importance of different purchas- 
ing requirements and measuring 
suppliers' responses in a rigor- 
ous manner. 

Koles expects to save u mini- 
mum or 10 per cent of BOC\s 
travel budget by implementing 
global programmes. However. 
Lardner says there are many 
additional benefits to the compa- 
ny's new purchasing supply 
strategy which cannot be mea- 
sured in direct cash savings. 
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A large sculpture of 
painfully twisted 
human bodies was 
erected in Hong 
Kong’s Victoria Park 
earlier this month. RntH-io* w% 
of Shame, it occupied a promi- 
nent position during the T lflnnru 

men vigil, and was the subject of 
heated discussion in the Urban 
Council. It then got caught up in 
a confrontation between students 
and police, when university 
authorities tried to stop it enter- 
ing the campus. What started out 
as a work of art ended up as a 
symbol of free speech. 

The Pillar of Shame episode 
could have been lightly dis- 
missed, had it not taken place in 
the run-up to the handover of 
Hong Kong a week tonight. It 
sharpened the debate about tile 
political dimension of culture 
unde- Chinese rule. After June 
30, will artists be allowed to 
express what they please in then- 
work? And will Hoag Kong's cul- 
tural landscape continue to 
develop on existing lines? 

Until the mid-1970s. Hang Rang 
was a cultural desert. Sven 
today, its super-rich Interpret cul- 
ture in terms of restaurants, 
clubs and lifestyle, rather than as 
a medium far ideas and values. 
But thanks to the colony's eco- 
nomic boom, a fully-fledged 
visual and perf o rmi n g arts scene 
has begun to take shape. Institu- 
tions ificB the Hong wnng philhar- 
monic Orchestra, the Fringe Fes- 
tival and the Chung Ylng 
Theatre have a year-round func- 
tion. They may mean little to the 
majority of the colony's 6m popu- 
lation, who are either too poor to 
enjoy them or too busy making 
money; but they are seen as a 
worthy veneer for a cosmopolitan 
city. 

While established companies 
stick to a n on-controversial path, 
experimental groups have dem- 
onstrated that art can be provoc- 
ative. Zuni Icosahedron, which 
Officialises in political satire, has 
openly made fun of Chinese lead- 
ers. The government-subsidised 
Edward Lam Dance Company 
includes nudity and homosexual- 
ity in its productions. Will such 
groups continue to operate freely 
after June 30? 

Under the Basic Law, the post- 
colonial constitution negotiated 
by the UK and Chinese govern- 
ments, China has promised to 
respect Hong Kong's way of life 
for the next 50 years. Freedom of 
expression is guaran t eed, as long 
as it does not subvert the govern- 
ment. “Unless that clause is 
clearly defined, it can be used as 
a catch-all to limit artistic free- 
dom," says Benny CMa, director 
of the Fringe. "You can do any- 
thing as long as you don’t open 
that box. Some artists see it as a 
challenge. They're going to want 
to see how far they can go before 
having their knuckles rapped” 
The structure of arts f undi n g 
in Hong Kong gives the govern- 
ment enormous patronage and 
control In the 1996-7 financial 
year it spent HK$1, 609.31m 
(£l29m) on the arts - more per 









■ AMSTERDAM 

EXHIBITION 

RQksmuseum 

Tel: 31-20-6732121 

• The Nude - Prints, drawings 
and photographs: nude figures 
have long appeared In scenes 
from the Bible and mythology. In 
this exhibition artists spanning 
five centuries give their Incfividual 
Interpretations of these flgiras: 
Adam and Eve, gods such as 
Mars and Venus, and many other 
heroes and saints; to Aug 3 

■ BARCELONA 

EXHIBITION 

Fundacid Joan Mfr6 

Tel: 34-3-3291908 

• Lux/Lumen: display examining 
the way In which artificial and 
natural fight can attar the 
subjectivity of the viewer when 
entering a lit space. The tow 
artists involved - Brupe Nauman, 
Dan Flavin, Fdfix Gdnzfitez-Tomw 
and Janies Turrell - have all 
created works revealing fight’s 
ability to transform a space; to 


Theatre 


It's all in 
the genes 





T he issue of eugenics can 
reverse the expected 
stances of campaigners: 
right- to-choose liberals 
can argue fervently against abor- 
tion simply because a child 
might possess a particular char- 
acteristic, whilst moralists may 
put on bold the notion that ter- 
mination Is murder if It means 
the eradication of a "moral dis- 
ease" - such as homosexuality. 

Jonathan Tollns* The Twilight 
of die Golds, receiving its British 
premiere four years after its US 
debut Is based on such a situa- 
tion. Although written before 
the brouhaha about the identifi- 
cation of a so-called male "gay 
gene", it posits a process 
whereby such a gene can be Iden- 
tified early in pregnancy, thus 
offering the option to terminate. 
This is the dilemma faced by 
Suzanne Gold-Stein, and one pas- 
sionately argued upon by her 
gay brother, David Gold. 

In fact not once is Suzanne's 
child-to-be described as "gay"; It 
would, we are told, be “like 
David". David’s crusade as he 
"fights for Us life" also mobi- 
lises his mother and father, who 
take refuge in the family variant 
of the Fifth Amendment - 
"you’re our son and we love 
you” - until badgered into giv- 
ing a straight answer. Yet Suz- 
anne's real middle-class New 
York-Jewish reservation, that 
her son would face hostility and 
victimisation, is never explic- 
itly stated; instead, the sup- 
posed brother-sister bond allows 
David to intuit her fears, and try 
to refute them by telling her 
tales from the Ring cycle. 

As the title suggests, this play 
is heavy on Wagner. David buys 
Suzanne the cycle on CD and 
uses Us plot to supply parables 
for life crises. Tollns writes with 
intelligence and sensitivity but 
with an unshakeable identifica- 
tion with David's standpoint and 
an avoidance of Its inconsisten- 
cies. Polly James' direction frills 
to imbue the often protracted 
family exchanges with any kind 
of spark. Jason Gould as David 
gesticulates compulsively with 
his head, Gina Bellman never 
really gets to grips with Suz- 
anne, and Peter Laird, as the 
lather Walter, equates character 
with decibels. Suzanne’s hus- 
band, Bob, is sidelined just as 
Mark Hatfield gets into his 
stride. On paper, Tollns' play has 
all the makings of a first rate 
drama; in practice, though, it 
remains fr u s tr a llngly staid and 
evasive. 

Ian Shuttleworth 






Hong Kong Panorama: this aciyfic painting by Ban Johnson was commissioned by Cable & Wireless and its subsidiary Hongkong Telecom to commemorate 
the handover on July 1. More than 3,000 builcSngs visible from Hong Kong’s highest point. The Peak, are recorded in minute detail in the painting. 

Hong Kong’s artists look east 

Andrew dark discusses the cultural implications of the handover to China 


capita than anywhere in the 
world except Germany. Most of 
the money is dispensed through 
direct grants, a system that 
raises the spectre of censorship 
under rule. Through the 

urban and regional councils, the 
government controls all the main 
theatres and concert halls. After 
June 30. detiaan-making will be 
in the hands of people who owe 
their allegiance to Beijing, who 
have made it their business not 
to rock the boat 

Inevitably, those with a stake 
in the arts are speculating 
whether Hong Kong’s cultural 
infrastr uc tu re will be respected. 
China’s handover celebrations 
offer some reassurance. The new 
administration has onmnrisKinnfld 
a symphony from Tan Dun and 
organised a concert by Chinese 
musicians working in western 
orchestras. “That says something 
about their commitment to west- 
ern. classical . tradition", says 
Richard Pcmtzious, founder-cfirec- 
tar of the Asian Youth Orchestra 
and a former professor at the 
Shanghai conservatoire. "The 
idea that there is a great barrier 
between oriental and western 
music is false. Western music is 
as much part of Asian culture as 
noodles." 

For evidence, yen need only 


look at the number of symphony 
orchestras in Chinese cities and 
the popularity of western opera. 
On that basis, it would seem that 
institutions hke the Hnng Kong 
Academy for Pe rfo r m ing Axis - 
where w estern and Chinese tradi- 
tions are given parallel emphasis 
- have ah untroubled horizon. 
The companies with most to fe ar 
are those which have not local- 
ised their outlook or personnel. 

The Hong Kong Philharmonic 
is a prime example. Its senior 
irwrBigpmpnt is British, 0nd hajf 
its musicians are foreign. Its con- 
ductor, David Atherton, is seen 
as remote. Although playing 
standards have risen considera- 
bly since it went fun-time in 1975, 
the orchestra's concerts are 
poorly attended. By contrast the 
15-year bid Hong Kong Chinese 
Orchestra - an ethrdo-instrument 
ensemble which lias developed, 
like its co unte rparts in m a i nland 
China, under the influence of 
western symphonic tradition - 
has a strong following. 

“The Hong Kong public doesn't 
feel proud of the Philharmonic in 
the way it does about the Hong 
Kong Chinese Orchestra, because 
the Philharmonic doesn't sell 
itself property,” says Henry Shek, 
a US-trained Chinese conductor. 
"The danger is that, after a few 


years, yon might get an nffiriat 
from Bering questioning why we 
need to spend so much money 
feeding foreign musicians and a 
conductor who brings in all his 
friends. Why not make do with 
foreign orchestras? This is the 
kind of thing being discussed." 

Hong Kong has indeed proved 
a lucrative market for tonring 
ensembles, especially during the 
Hong Kong Arts Festival. Orches- 
tras from Europe and North 
America are a big draw, and in 
the absence at a resident English- 
language theatre company, visi- 
tors like the Royal Shakespeare 
Company make a huge impact 


E ven if, as seems likely, 
the British cultural 
presence suffers a 
sharp drop after the 
handover, western 
ensembles win continue to find a 
welcome in Hong Kong. In the 
long t arn , however, most mem- 
bers of the Hong Kong arts com- 
munity foresee greater emp ha s is 
on contacts with mainland 
China. There is scope for 
two-way traffic. Hong Kang is in 
the process of rediscovering tra- 
ditional Chinese art, and has yet 
to embrace leading Chinese com- 
panies like the Beijing-based 
National Orchestra of China. It 


would niake equal sense far the 
Hong Kong Philharmonic to 
repeat programmes in Guang- 
zhou (formerly Canton), Shen- 
zhen and Foshan, the newly-rich. 
cities across the border in Guang- 
dong province. If Shanghai can 
fund its latest Carmen production 
entirely through commercial 
sponsorship, why can’t Hong 
Kong arts companies profit from 
the booming business world of 
China’s special economic zone? 

“At present, most Chinese asso- 
ciate Hong Kong culture with 
Cantopop [a hybrid of western 
and Chinese pop music] and 
gourmet food," says Tseng Sun- 
man, head of Radio Television 
Hong Kong's classical music 
channel. “Whenever we have an 
exchange, they're amazed how 
lively and well-supported the 
scene is here. We need to catch 
up with each other.” 

In frnanr-fo ] ter ms, the Chinese 

have the most catching-op to do. 
Members of the hard-worked 
Guangzhou Symphony Or chestra 
are paid the equivalent of HK$70 
a week - one per cent of what 
their counterp a rts in the Hong 
Kang Philharmonic mwi for just 
20 hours’ work. In terms of out- 
look. however, the balance tips 
the other way. The Chinese have 
developed a huge appetite for 


western culture: for them, “west- 
ern" means "modem”. People in 
Hong Kong, by contrast, are 
reluctant to open up to China, 
because they are nervous about 
Beijing's intentions. 

That attitude has inhibited 
Hong Kong artists and collabora- 
tion with Chinese companies is 
rare. One of the few to take the 
phmge is Willy Tsao, director of 
the Hong Kong contemporary 
dance group CCDC. Invited in 
1987 to work with the Guangdong 
Modem Dance Company, be sub- 
sequently became its director - 
an condition that he agreed to 
avoid stage nudity and any refer- 
ence to the Tiananmen protests. 

Tsao argues that by working in 
China, Hong Kong artists can 
help break barriers and contrib- 
ute to the spread of liberal val- 
ues. “From July l, there wfll be a 
lot of possibilities to influence 
the situation - but it depends on 
how willing Hang Kong artists 
are to communicate with Chtea. 
If we adept a defensive attitude, 
thinking the Chinese are coming 
to destroy our way of life, there’s 
not much chance. But if we are | 
open-minded, reason with them, j 
explain our valued system of 
expression, then I believe Chirm 
will change faster than we 
expect” 


Art Theatre, London WC2, until 
Allgust 2 (0171-836-2132). 


■ BERLIN 

EXHIBITION 

Museum fOrV&tkarkunde - 
Teh 49-30-8301226 

• Der Schfitze tier San Diego: 
display of objects recovered in 
1991 from the Spanish ship wreck 
San Diego, which sank in 1600 on 
the Philippines coastline. The 
exhibition features 800 objects 
including a number of ceramics 
from the Mfog dynasty, 
navigational Instruments, jewellery 
aid weapons; to Nov 2 

■ DUBLIN 

CONCERT 

National Concert Had 

Teh 353-1-6711888 

• National Symphony Orchestra 
of Ireland: with conductor Fergus 
O'CarroU and violinist Nicky 
Sweeney in works by 
Tchaikovsky; Jim 24 

■ HANOVER 

EXHIBITION 
Sprengel Museum 

Teh 49-511-168 3875 

• Felix Gonzatez-Torres: 
exhfoittan of 35 pieces by the 
New York Minimalist, deaSng with 
themes of love and death; 

to Au g 24 

■ LONDON 

AUCTION 

The Savoy Tel: 44-171 930 3647 

• IGA 50th Anniversary Auction: 
contemporary, art auction marking 
the 50th anniversary of the 


Institute of Contemporary Arts, 
featuring donated works by over 
70 artists, including Helen 
Chadwick. David Bowie, Bridged 
fffley, Rachel Whiteread, Antony 
GormJey, Christo and Jin Koiar; 
Jun 23 

EXHIBITION 
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■ NaDon&A ronnoi utwory 

Tet 44-171-3060055 

• Clifford Coffin: The Varnished 
Truth: exhibition of work by the 
Vbgue photographer, credited 
with the discovery of Audrey 
Hepburn. Coffin photographed 
many of his subjects at the outset 
of their careers and the display 
includes such renowned figures 
as Truman Capote, Arthur Miller, 
Gloria Swanson, Ernest 
Hemingway and Tennessee 
WBBams; to Sep 28 - 

Tate Mery Tab 44-171-8678000 

• Francis Towns: the first 
comprehensive survey of the work 
of the British artist since hte death 
in 1816, bringing together over 80 
08s, watercolours and ckawings. 
Towns Is now regarded as one of 
the most originallandscape 
painters Of toe late 18th century, 
known chiefly for watercolours 
produced duing Ms journeys to 
Italy and Switzerland; from Jun 24 
to Sep 14 

■ LOS ANGELES 

EXHIBITION 
Htxrtington Library, Art 
Colection and Botanical 
Gardens Tab 1-818406-2100 

• MarkCatasby: Drawings from 
the Royal Coflection, Windsor 
exhibition of work by toe 18th 


century English naturalist who 
produced the f&st major illustrated 
purification on the flora and fauna 
of the British colonies in North 
America; to Jtfl 20 

■ MADRID 

EXHIBITION 

Ex-MEAC - Museo Espaftoi de 
Arte Conbmporanao 

Tel: 34-1-5492453 

• Javier VaBhonrat display of 60 
photographic works by toe 
Spanish artist, featuring three 
series developed during toe 
1990s; to Jul 13 

■ MANCHESTER 

CONCERT 

The Bridgewater Hal 

Teh 44-181-9500000 

• Bryn Terfet performance by 
the baritone, accompanied by toe 
pianist Malcolm Martineau. The 
pro g ramme includes works by 
Schubert, Ibert and Vaughan 
Williams; Jun 24 

■ NEW YORK 

CONCERT 

Meririn Hall Tel: 1-212 3828060 

• Carlo Grants: the pianist 
performs works by Scarlatti, 
Schubert Godowsky and Chopin; 
Jun 26 

EXHIBITION 

The MetropoBtan Museum of 

Art Tet 1-212-879^500 

• Incfen Gout Painting: 

16th-19th Century - exhibition of 
paintings drawn primarily from the 
museum's own collection tracing 
toe various traditions of Indian 


painting over four centuries. The 
display is one of three this year at 
toe Metropolitan to mark the 50th 
anniversary of India’s 
independence; to JuJ 6 

■ PARIS 

AUCTION 

Drouot Tel: 33-1-4800 2042 

• Tableaux Prestigfeux: 
highlights Indude works by 
Renoir, Bonnard, VPBarri and 
Zarraga; Jun 25 

EXHIBITION 
Mus6e cTOrsay 

Tel: 33-1-40494814 

• Scenes from the Polish 
Ghetto, 1919-1920: display of 70 
photographs taken by toe Pofish 
Constructivist pafnter Henryk 
BertewL The images show 
Inhabitants of the Pofeh Ghetto; 
to Aug 31 

■ SPOLETO 

FESTIVAL 
Spoieto Festival 

Tel: 39-743-222611 

• Festival dei Due Moncfl: this 
year's highlights indude 
performances by Luciano 
Pavarotti, Joaquin Cortes, toe 
Dance Theatre of Harlem, Tap 
Dogs, Robert McDuffie and 
Valerio Adami. The opening 
concert is by Spoieto Festival 
Orchestra, with conductor Richard 
Hickox in works by Berfioe; from 
Jun 26 to M 14 

■ STOCKHOLM 

EXHIBITION 

Kungtiga Teatam - Royal 


Swedish Opera House 

Tel: 46-8-7914300 

• Opera Costumes: display of 
historic costumes used during the 
Royal Opera’s 225 year repertoire; 
to Aug 2 

■ VIENNA 

EXHIBITION 

OsterrelcMsche Galerie Im 
Belvedere Tek 43-1-79557 

• Unhermflche Heimat-Henry 
Koemer 1915-1991: display 
featuring 60 etchings, drawings 
and paintings by the American 
regioriafist artist, who centered his 
work around toe philosophies of 
toe Neuen Sachlfohkdt; from Jun 
25 to Aug 31 

■ WASHINGTON 

EXHIBITION 

T?ie Phffips Collection 
Tet 1-202 387 2151 

• Twentieth Century StiO Life 
Paintings from the Phillips 
Collection: display of 75 works by 
46 artists, chronicfing toe 
evolution of still fife paintings this 
century throughout Europe and 
America Featured artists indude 
Pierre Bonnard, Rufino Tamayo, 
Man Ray, Walt Kuhn, Walter 
Sickert, Braque, Picasso, Stuart 
Davis and Ben Nicholson; 

to Aug 31 


Listing selected and edited by 
ArtBase The International Arts 
D at ab a se, Amster da m, The 
Netherlands. Copyright 1997. AK 
righto reserved. Tet 31 20 664 
6441. E-mato artbaseOpLnet 


WORLD SERVICE 
BBC for Europe can be 
received In western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 
(Central European Time) 

MONDAY TO FRIDAY 
NBG/Super Charmet 

07.00 

FT Business Morning 

10.00 

European Money Wheel' 
Nonstop live coverage 
until 15.00 of European 
business and the 
financial markets 

17.30 

FlnandaiTImes Business 
Tonight 

CNBC: 

08 J 30 

Squawk Box 

10.00 

European Monay Wheel 

iaoo 

Financial Times Business 
Tonight 
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Philip Stephens 


Pledges to be faced 


Labour cannot dodge the contradictions between its 
promises on health and education and those on tax 


The trouble with pledges is 
that they are redeemable. 
Tony Blair made quite a few 
before the general election. 
The most important five he 
had printed on a handy 
wallet-sized card distributed 
to millions of voters. As it 


ha ppens, I have kept muse. 

One of these sacred prom* 
tees was to reduce class 
sizes for five to seven year- 
olds to 30 or below. Another 
was to cut waiting times in 
the National Health Service 
by treating an extra 100,000 
patients. Specific sums were 
earmarked to avoid a colli- 
sion with Mr Blair’s sepa- 
rate vows on spending 
restraint and income taxes. 
Smaller classes would be 
paid for by phasing out the 
assisted places scheme and 
shorter waiting times by 
catting back on bureau- 
crats. 

The arithmetic never did 
add up. The contradictions 
inherent In the various 
pledges on tax and spending 
were merely obscured. But 
in the nation’s enthusi a s m 
to be rid of the Conserva- 
tives, that seemed a rather 
small point Mr Blair had 
offered a token of his good 
intent hospitals and schools 
would be better resourced. 
We took him at his word. 

Now the prime minister 
has a decision to make. One 
or more of his various 
assurances must be 
dropped. He can confront 
the dilemma htwri on anil, 
probably, earn some politi- 
cal credit Or be can allow 
events to determine the tun- 
ing and circumstances of an 
unavoidable retreat 
The reality Mr Blair can- 
not dodge is that without 
additional cash the prom- 
ises on health and educa- 
tion will soon be demonstra- 
bly worthless. Both services 
need, say, an extra £lbn 
next year just to stand stQL 
The shortfall swamps the 
tiny savings from the 
assisted places scheme and 
streamlining die NHS. With- 
out this new fending , clas- 
ses will be bigger not 
smaller and hospital 


waiting lists longer not 
shorter. 

The politically shrewd 
move would be to provide 
the extra cash in next 
week's Budget. The nation 
would applaud. It never 
signed up to the Tory spend- 
ing targets. And you do not 
need to be an opinion poll- 
ster to appreciate the deep 
public disquiet about filthy 
hospitals and crumbling 
schools. 

The risk is that Mr Blair 
will be prevailed upon by 
the Treasury gloomsters to 
take a tough line The gov- 
ernment will be forced even- 
tually to give way. By then, 
though, the voters may well 
have tom up in disgust New 
Labour’s neat little pledge 
cards. 

The Treasury is implaca- 
bly hostile to any relaxation 
of the spending reins. It 
always suspects prime min- 
isters of being soft on the 
public finances. Mr Blair’s 
endorsement of the pro- 
posed mille nnium folly at 
Greenwich, has not helped. 

The word among White- 
hall mandarins is that this 
early predilection for doing 
things bigger and better 
than anyone else is going to 
come expensive over the 
next few years. Ushering in 
the new millennium in a 
grotesque tent by the 
Thames will not leave much 
change foam Gbn. 

Gordon Brown, mean- 


The politically 
shrewd move 
would be to 
provide the extra 
cash for the two 


services in next 
week's Budget 
The nation would 
applaud 
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times, has already done his 
best to darken the outlook 
for the public finances- The 
chancellor’s post-election 
audit is said to have discov- 
ered a £20bn “hole” in the 
projections for government 
borrowing. To prove it, the 
chancellor persuaded the 
National Audit Office to 
endorse a set of more pessi- 
mistic economic assump- 
tions for his first Budget 

The aim, I am told, was to 
persuade Mr Blair to break 
New Labour's promise not 
to Increase the taxes paid by 
middle England. Failing 
that, the Treasury was 
determined to convince 
the spending limits could 
not be breached. 

Mr Brown, though, has 
painted a picture quite obvi- 
ously bleaker than the real- 
ity. Careful reading of the 
NAO’s report reveals noth- 
ing to show the previous 
government fiddled the fig- 
ures. Instead, it has simply 
answered a rhetorical ques- 
tion: if you change the 
underlying assumptions in 
any forecast you end up 
with a different outcome. 
Inconveniently for the chan- 
cellor, the improved eco- 
nomic outlook has more 
than offset the theoretical 
borrowing overruns identi- 
fied by the NAO. 

Such exercises also 
bestow a spurious precision 
on the Treasury’s predic- 
tions. Take one recent 
evampip Last autumn Ken- 
neth Clarke had a fairly 
serious row with the senior 
officials responsible for the 
borrowing forecast. They 
wanted an estimate of £29bn 
for 199&97. The then chan- 
cellor said they were being 
too pessimistic about tax 
revenues. He overruled 
them and lopped £3bn off 
the forecast 

Had he known at the 
time. Mr Brown would have 
called this a blatant fiddle. 
In reality, Mr Clarke's 
instincts were more than 
right. The actual figure 
turned oat to be some £3bn 
below the £26bn forecast 
And the NAO's stamp of 


approval will do nothing to 
improve the opacity of the 
Treasury's crystal ball 

Mr Brown would have 
done better to have commis- 
sioned an independent audit 
of the spending limits to 
which he has signed up. It 
would have revealed, as 
Goldman Sachs and the 
Institute for Fiscal Studies 
have pointed out that the 
projected squeeze is far 

harshor thaw any during 18 

years of Conser v a ti ve rule. 
Simply to match the aver- 
age annual increase In 
spending between 1979 and 
1997, the new government 
would need to add £24bn 
during the next five years. 

The present budget for 
education shows it failing as 
a proportion of national 
income (another of Mr 
Blair’s pledges was to 
increase the share). For the 
health service, there is an 
effective standstill for the 
next two years ggaftig* an 
annual timid growth rate of 
more than 3 per cent. Over- 
all, the inherited targets 
project a fall in the share of 
national income taken by 
the state from over 40 per 
cent to less than 38 per cent 

These figures are unsus- 
tainable. It is true that Mr 
Brown has already commit- 
ted extra money to a 
welfare-to-work programme 
and to local authority 
frousg ferfMirfg - And no emm 
is suggesting Mr Blair 
repeat the mistake of the 
past by embarking on a 
post-election spree. Some of 
the extra money for health 
and education will have to 
come from the Treasury’s 
contingency reserve. And 
savings can be found in 
other Whitehall budgets. 

But the central premise of 
Mr Blair’s platform was that 
a dynamic market economy 
is not infm-ir-q? to a decent 
society. In such circum- 
stances, the nation will find 
it hard to understand if he 
puts preserving a £3bn tax 
subsidy for homeowners 
ahead of keeping his 
unequivocal promises on 
schools and hospitals. 


u \ know its late, tut Icl like some 
sushi. How far do I tave to gfo?” 



You needn't ever leave tlie comfort of your Four Seasons Hotel room to te transported by a talented cheL 
Room service menus abound witk regional selections: from deep-disk to striped Lapp 
prepared without unwanted calories, to homemade chicken soup at midnight. Ear 
tke same breadth of choice in another unequalled setting, visit our restaurants 
dovnsfcaim. Tke demands of kusiness demand nothing less. Phone your travel FOUR SEASONS 
counsellor or, in the U-K-, 0800-526-648. Visit our Web site: wwwjfourseasons.com 
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Blair could learn from US tax credit scheme 


DefbdnglitoariffaBmcmaljolxildabtlQcaitidnt* 



From Professor Jeffrey 
B.Uebman . 

Sir, Your editorial "Wel- 
fare reform" (June 10) 
ignored the earned income 
tax credit, the US pro- 
gramme most likely to be of 
use to the prime minister, 
Tony Blair, in his efforts “to 
bring the workless class 
back into th e TT |a T T T < ?t T <>a ' r n w 

When President (Hinton 
was preparing his first bud- 
get during the spring of 1993, 
the US economy faced two 
challenges that are gimfiar 
to those that the UK faces 
today. While overall employ- 
ment rates were high, there 


was considerable concern 
about low labour force par- 
ticipation rates for single 
mothers. In addition, after 20 
years of rising income 
inequality, a policy was 
needed to help low and mod- 
erate-wage workers share in 
the broader prosperity. 

A large expansion of the 
earned income tax credit 
(EITO was Clinton's answer 
to both challenges. The EITC 
provides in-work benefits of 
up to S&500 to taxpayers 
with children and incomes 
below 829,000. Payments are 
made through the tax sys- 
tem rather than through the 


welfare system, allowing low 
wage workers to escape the 
stigma of welfare. 

Research indicates that 
the EITC has offset one-third 
of the 20-year trend of rising 
income inequality and has 
led 500,000 single mothers to 
enter the labour force. Mean- 
while, unemployment rates 
in the US have dropped to 
levels that were unimagin- 
able just a few years ago. 

Differences in tax and wel- 
fare systems between the UK 
and the US require that an 
in-work benefit administered 
through the tax system must 
take a different form in the 


UK from that in the US. In 
p ar ticular- it is important 
that the many' advantages of 
the family credit be retained 
in anv reform. Nonetheless, 
if Mr Blair wishes to learn 
from the US experience with 
welfare reform, it is the 1993 
expansion of the EITC. not 
the 1996 welfare bill, that 
holds the most promise. 


Jeffrey B. Liebman. 
assistant professor of public 
policy. 

Harvard University. 

79 John F Kennedy Street, 
Cambridge. 

Massachusetts 02138, US 


No win past 
this post 


From Mr Dave Huddart 

Sir, If first-past-the-post 
single ballot is good enough 
far the UK electorate, why is 
it not good enough for the 
Con se rv a ti ve party? 


Dave Huddart 
13 Love Lane, 
Oldswinfbrd, 

Stourbridge, 

W Midlands. DY8 2D A, UK 


Exclusion a recipe for digital TV failure 


From Mr Dermat ME. Nolan. 

Sir. ITBSkyB is excluded 
from equity participation in 
UK digital terrestrial televi- 
sion services (“Watchdog 
tells BSkyB to shed digital 
group stake", June 18), a 
damag in g hard warp and spr. 

vices war between digital 
satellite and di gital terres- 
trial is almost inevitable. 
Mirroring file tragic Euro- 
pean experience with rival 


and incompatible digital 
platforms consumers will 
ignore the market. UK pic 
will lose out in TV set and 
related industrial markets, 
and closure of analogue ter- 
restrial television will be 
delayed by many years. 

The Independent Televi- 
sion Commission’s eventual 
decision Is a choice between 
accepting regulated concen- 
tration of ownership to drive 


DTT forward, or likely mar- 
ket failure of DTT with the 
ensuing policy consequences 
for public service television, 
industrial markets and spec- 
trum auctions. 


Dermot M.E. Nolan, 
director, 

CDG, 

l The Mews, 

Putney Common. 
London SW15 1HL, UK 


UK charities would be hit by abolition of ACT relief 


From Mr Stuart Eth eringt o n . 

Sir, The article by Jim 
Kelly about the effects on 
both businesses and chari- 
ties of the rumoured plans 
by Gordon Brown, the chan- 
cellor of the exchequer, to 
abolish advance corporation 
tax relief In the next Budget 
(“Under fire for ‘victimless’ 
tax increase", June 16) high- 
lights an issue of grave con- 
cern to charities and volun- 
tary organisations. 

In flnanrtai terms, the vol- 
untary sector is already fac- 
ing an uncertain futur e, with 
many of its main sources of 
income either static or in 
decline. The only income 
stream to have risen every 
quarter in each of the last 
five years is investment 
income, and the sector now 


derives a fifth of its overall 
income from this source. 

The precise amount that 
charities would lose if ACT 
relief were abolished is esti- 
mated at between £l35m and 
£250m a year (the higher fig- 
ure being roughly equivalent 
to the amo unt farming - into 
the sector from the National 
Lottery). 

The effects would be felt 
by large and small charities 
alike. Larger charities with 
significant investments 
would be hard hit, and 
endowed charitable trusts, 
which are Involved in award- 
ing grants to gmall and 
medium-sized organisations, 
would have considerably less 
money to distribute to good 
causes. 

One of the aims behind 


potential changes to ACT 
would presumably be to 
increase levels of investment 
by the business sector, but 
we hope that the chancellor, 
in formulating his Budget 
proposals, will not overlook 
the role of the voluntary sec- 
tor in creating opportunities 
for social investment 


Stuart Etherington, 
chief exeentive. 

National Council for Volun- 
tary Organisations, 
Regent's Wharf, 

8 All Saints Street, 

London Nl 9RL, UK 


From Mr Josh Dnnziger. 

Sir. Contrary to Lex (“UK 
tax", June 18). I had 
assumed that the Treasury 
contemplated stopping pen- 


sion funds reclaiming ACT 
credits, without the total 
abolition of ACT, which 
would also stop taxpayers 
using the credit as an offset 
against tax. 

Total abolition of ACT 
would presumably result in 
double taxation of dividends 
paid to taxpayers: once 
through corporation tax on 
company earnings, and then 
again through tax on the 
taxpayer's income. This 
would make equity fending 
much less efficient than debt 
fending, resulting eventually 
in increased gearings. 

It’s hard to see that this is 
the desired result. 


Josh Danugcr, 

17 Meard Street, 
London WlV 3HQ, UK 


Management - Tony Jackson 


Why being different pays 


Corporate 
strategy should be 
about choosing 
trade-offs, says a 
Harvard professor 


If the theory of corporate 
strategy is a rising market, 
Michael Porter's stock has 
not quite kept pace. IBs rep- 
utation in the field, although 
immense, is based mainly on 


books published in the early 
1980s. His best-known book. 
The Competitive Advantage 
of Nations (1990), is not pri- 
marily about corporations at 
afi. 

But as professor of busi- 
ness administration at Har- 
vard Business School, Porter 
is hardly out of touch. Nor, 
at 60, is he resting on his 
laurels. Much of his work 
lately has been on corporate 
strategy; and as he sees it, 
the discipline has taken 
some serious wrong turnings 
in the past decade. First, he 
says, the idea has grown up 
in same quarters that strat- 
egy is the same as opera- 
tional efficiency. Companies 
need only employ modern 
techniques, such as total 
quality management or time- 
based competition, and the 
future will take care of itself. 
In reality, strategy and 

efficiency are f undamentally 

distinct. “Operational 
improvement is doing the 
same thing better," Porter 
says. Strategy, by contrast, 
involves choosing. “Choice 
arises from doing thtngc dif- 
ferently from the rival. And 
strategy is about trade-offs, 
where you decide to do this 
and not that" 

The essence of strategy, in 
fact, lies in deciding what 
not to do. “That is the mani- 
festation that you have a 
strategy. It also collides with 
many messages that manag- 
ers have been assimilating 
for some time: be dose to 
your customer, and be 
customer-responsive. Strat- 
egy is the deliberate choice 
not to respond to some cus- 
tomers, or choosing which 
customer needs you are 
going to respond to.” 

At this point Porter intro- 
duces the second part of his 
thesis. If strategy does not 
consist of operational 
improvement neither does it 
consist of focusing on a few 
core competencies. Real sus- 
tainable advantage comes 
rather from the way a com- 



Michael Porter, who warns against strategic stalemate 


pane's activities fit together. 

“Any individual thing that 
a company does can usually 
be imitated. The whole 
notion that you should rest 
your success on a few core 
competencies is an idea that 
invites destructive competi- 
tion. Successful companies 
don't compete that way. 
They fit together the things 
they do in a way which is 
very hard to replicate. You 
have to match everything, or 
you've basically matched 
nothing.” An example be 
gives is the car rental busi- 
ness. “The companies your 
readers will be familiar with 
are Hertz and Avis, and 
National and Budget Those 
will be seen as the 'success- 
ful' companies because they 
have strong brand images, 
and people see them at the 
airport when they're travel- 
ling around. 

“ft turns out that none of 
those companies has been 
very profitable, ever. They 
are all locked into an opera- 
tional effectiveness competi- 
tion, offering the same kind 
of cars at the same kind of 
airports with the same kind 
of technology” 

Compare that with Enter- 
prise, a family-run company. 
“They do very little con- 
sumer advertising, and have 
no on-airport locations. 
Their whole strategy is to 
provide cars for people 
whose car is stuck in the 
repair shop, or who have 
wrecked their car and are 
waiting for a replacement." 

Enterprise has a lot of 
smaller locations and older 
cars. It hires more educated 
staff, who sell to car-service 
companies or insurance 


agents. “They've chosen not 
just to try harder, like Avis, 
but to do almost everything 
differently. They’ve made 
dear trade-offs," says Porter. 

For most companies. Por- 
ter argues, this kind of 
thinking presents immense 
problems. “To put It simply, 
managers don’t like to 
choose. There are tremen- 
dous organisational pres- 
sures towards imitation and 
matching what the competi- 
tor does. Over time, this 
slowly but surely under- 
mines the uniqueness of the 
competitive position." 

In part, he says, this 
comes from a curious notion 
which has grown up over the 
past decade; that there are 
no trade-offs any more. 
“People have come to think 
that you can achieve low 
cost and the highest quality, 
or high sendee and the low- 
est cost They confuse mov- 
ing to the frontier with 
where you are on the fron- 
tier.” 

This is because when a 
company has been badly 
managed, it is often possible 
to improve quality and cost 
simultaneously. “But once 
you get to good process 
designs, you have to make 
choices again. This notion 
that quality is free has 
caused many managers to 
believe not only that they 
don’t have to make choices, 
but that they shouldn’t” 

All this leads many Com- 
panies to destroy their oven 
strategies. “They start out 
with a clear position, and 
over time they’re drawn into 
a competitive convergence 
where they and their rivals 
ore all basically doing the 


same thing. Those kind of 
competitions become stale- 
mates.” 

Porter used to believe, he 
says, that the hard thing 
about strategy was under- 
standing the external envi- 
ronment. “I’ve now become 
convinced an equally hard 
part Is coping with the inter- 
nal forces which work 
against making clear trade- 
offs and strategic choices. 

“This has led me to a new 
interest in the role of leader- 
ship in strategy. Most often, 
it’s to make the choices. 
Strategy can’t be delegated. 
Nobody in the organisation 
will appreciate these trade- 
offs except the leader. Once 
a strategy has been estab- 
lished, most of what leaders 
do is essentially to say *no’: 
to screen the constant bar- 
rage of Ideas and opportuni- 
ties against the strategy, and 
see if they fit" 

In some industries, he 
argues, the competitors are 
clones - companies so simi- 
lar they cannot even con- 
ceive of a different way of 
competing. The task then is 
to decide whether the eco- 
nomics of the industry are 
such that there are no oppor- 
tunities for tradeoffs. 

“That's usually the key 
question. What if I only did 
that; could I do it better? 
What if 1 chose this technol- 
ogy and not that, or this cus- 
tomer group and no others? 
If you can do terrifically well 
at X by giving up Y. that 
gives you the basis for a dis- 
tinctive position. 

“If there’s basically only 
one dominant way of com- 
peting, then you’re the ham- 
ster running arming on the 
wheel, if you’re In that kind 
of industry, you have to con- 
figure your organisation for 
that kind of world. You’re 
just going to keep trying 
harder. I argue those indus- 
tries are worth avoiding." 

Some would argue that in 
an era of global competition, 
all industries will come to 
look like that. Porter dis- 
agrees. 

*T don’t think we’re mov- 
ing towards a hyper-competi- 
tive world in which there are 
uo trade-offs. We’re probably 
moving in the other direc- 
tion. There are more cus- 
tomer segments than ever 
before, more technological 
options, more distribution 
channels. That ought to cre- 
ate lots of opportunities for 
unique positions.” 
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Taking Africa 
seriously 


Better late than never. Fifteen 
years ago the World Bank and 
others warned that the African 
economy was in crisis. At last it 
is on the agenda of the Group of 
Seven, the US having led the 
way last week with its trade- 
based Africa initiative. 

The more positive mood is 
welcome. Much has changed for 
the better over the past decade 
or so. Political and economic 
reforms are having an impact, 
southern Africa is at peace, new 
stock markets are opening up. 
Last year's 4.8 per cent GDP 
growth in African economies 
was the best in two decades, 
and should be matched this 
year. 

But the hurdles to growth and 
stability remain formidable. 
President Bill Clinton's upbeat 
appraisal needs to be tempered 
by a Crank assessment of the 
Africa's problems, and the very 
modest measures he is suggest- 
ing to combat them. 

For all the encouraging signs, 
the African continent does not 
yet have a single example of a 
long-term recovery strategy 
gone right. The number of 
democracies may have quadru- 
pled since 1990, but not one has 
passed the test of changing its 
government at the ballot box. 
On the economic front, there is 
a similar lack of role models. 
Ghana has not sustained its 
promise of the early 1990s. 
Uganda, whose economy grew 
by almost 10 per cent last year, 
is a contender, but remains 
heavily dependent on aid. 

For all its potential wealth 
from minerals, agriculture «nH 
tourism, sub-S3haran Africa 
remains impoverished, with the 
number of poor people rising, 
both in absolute terms and as a 
share of the population. At the 
same time, the region’s role in 


the world economy is shrinking. 
Its share of world trade has 
fallen from 3 per cent in the 
mid-1950s to 1 per cent in 1995, 
and it attracts a mere 3 per cent 
of the foreign direct investment 
to developing countries. Even in 
primary products. Africa has 
lost market share to competi- 
tors who have not enjoyed pref- 
erential trade access through 
Europe's Lome Convention. 

Mr Clinton is right to stress 
that the m ain responsibility for 
reversing these failures lies 
with Africans. But the outside 
world can help: by granting 
vastly improved market access 
and faster debt reduction to 
strong reformers, and by being 
more determined to ensure that 
aid money is well spent 

For their part donors and 
development organisations have 
much to prove when it comes to 
channelling assistance to the 
right areas, such as research, 
health, education and infra 
structure. And they need to be 
firmer than they have hppn in 
applying conditionality - pun 
ishing countries who do not 
make good on their reform 
promises, and being prepared to 
reduce the debt burden of those 
who have shown themselves 
committed to change. 

Even with these measures, it 
win be a long haul The World 
Bank has pointed out that even 
with 5 per cent annual growth, 
most African countries will not 
enter the middle income cate- 
gory for another half century. 

Only when Africa’s flight cap- 
ital, both financial and intellec- 
tual. comes home, will we know 
that recovery is really in prog- 
ress. The GTs shaft of tigh t is 
welcome, but no one should 
underestimate how long - and 
how much - it win take to lift 
the gloom for good. 


Creeping coup 


Last week Turkey’s secular 
politicians sighed with relief at 
the resignation of Mr Necmettin 
Erbakan, the country's first 
Islamist prime minister. Tur- 
key’s friends in the west are not 
so sure. They shared the alarm 
at the emergence of Mr Erbak- 
an's Welfare party as Turkey's 
largest in the 1995 election, but 
many felt his coalition govern- 
ment was an experiment worth 
trying - preferable to a confron- 
tation. as in Algeria, between 
Islamist election winners and a 
secular military regime. 

It is worrying that the experi- 
ment has been allowed to fail. 
At least it did not end in a mili- 
tary coup, which would hid- 
eously embarrass Nato. But a 
change of government prompted 
by explicit army threats of a 
coup is the next worst thing. 

Anyway, tbe crisis is not over. 
Mr Erbakan resigned on the 
understanding that the same 
coalition would remain in power 
until early elections, with Mrs 
Tansu Ciller becoming prime 
minister. President SQleyman 
Demirel has tried to pre-empt 


that by asking Mr Mesut Yll 
maz, the opposition leader, to 
form a government. But it is far 
from certain he will succeed. 

Even if he does, his govern- 
ment will also be a caretaker 
one. aiming at elections next 
spring - and new elections may 
well see an increase in the 
Islamist vote. Nor should any- 
one imagine that the solution 
lies in banning the Welfare 
party, as demanded by the pub- 
lic prosecutor. That would send 
a simple message to its support- 
ers: the ballot box is not for 
you, try violence instead. 

Those who see Mr Erbakan as 
a threat to Turkey’s European 
and democratic future most be 
prepared to oppose him in a 
democratic way, which means 
letting the voters deride. Added 
together, the secular parties 
still have many more votes than 
he does. If they could unite 
around a credible programme to 
beat inflation, reform the state 
and wm the dirty war in t he 
south-east, they would not need 
the armed forces to help them 
defeat him. 


Kick the weed 


The mooted $368hn settlement 
between the US government 
and Big Tobacco raises three 
questions. Is it fair? Should Con- 
gress agree to it? And what 
might it mean for the rest of the 
world? 

The issue of fairness might 
seem self-evident. The three pan- 
ties - tobacco victims. US tax- 
payers and the companies them- 
selves - are all represented by 
the best lawyers money can 
buy. The fact that a deal has 
been reached should guarantee 
its even-handedness. 

There is a difficulty. The 
money Is to be raised by a man- 
datory duty on cigarettes. The 

largest single chunk of the pro- 
ceeds will go to individual 
states, to pay for tobacco-related 
illness. As a tax, this is plainly 
regressive, since smoking is 
most prevalent among the poor. 

It could be argued that smok- 
ers have brought it on them- 
selves. Why then are they enti- 
tled to compensation through 
the courts? Again, part of the 
money will be used to settle 
class actions. Why should 
tomorrow's smokers, rather 
than the tobacco companies and 
their shareholders, have to pay 
for yesterday’s victims? 

Supposing Congress can 
resolve that, a more basic ques- 
tion remains. The chief aim of 
public policy should be to end 
smoking: not through prohibi- 
tion. but through a combination 
__ pressure and persuasion. The 
chief instrument of pressure is 
litigation, and under the deal it 
would be largely renounced. 


Befare taking that step. Con- 
gress should ask itself how for 
the settlement would cut con- 
sumption. It should also ask 
itself why the share prices of 
the big tobacco companies have 
leapt - in Philip Morris's case, 
by some 20 per cent - since the 
deal was first rumoured two 
months ago. 

Suppose all this, too, is 
resolved. What will it mean for 
other countries? In the UK. for 
instance, the medical establish- 
ment is already eaTHwg for simi- 
lar compensation to the tax- 
payer for the cost of treating 
smokers. 

In fact, the knock-on effects 
could be small. In Europe, 
health warnings and curbs on 
advertising are typically much 
tougher than in the US. Tobacco 
taxes are also very much 
hi gh er, to the point where they 
cover most of the health costs 
anyway. 

Above all, the US deal is 
chiefly driven by the peculiar 
character of US litigation. Shorn 
of that, the claims of taxpayers 
are exposed as fllogicaL It is one 
thing to sue companies for 
shortening people’s lives. But to 
sue for the cost of their deaths 
implies those costs are ulti- 
mately avoidable: that is, that 
non-smokers are immortal. 

In fact, smokers may die 
younger, but not necessarily 
more expensively. Add in the 
cost of pwnflfrms which many of 
them foil to collect, and from 
the taxpayer’s viewpoint they 
may well be contributing their 
fair share already. 


When the smoke clears 

The tobacco industry may have got off lightly in its proposed 
landmark settlement with US states, says Richard Tomkins 


T he $36Bbn (ESftftbn) 
peace deal struck by 
US tobacco companies 
and anti-tobacco law- 
yers on Friday was 
described by one anti-tobacco 
negotiator as “the single most 
fundamental chang e in the his- 
tory of tobacco control in any 

nation in the world”. At the very 
least, it is a landmark in the his- 
tory of US attempts to curb ciga- 
rette smoking. 

But the hard part will be con- 
vincing a sceptical US public that 
the settlement represents any- 
thing much more th ar> a sell-out 
to the tobacco industry and an 
enrichment scheme for the large 
numbers of lawyers who stand to 
collect a slice of the proceeds. 

Battles over smoking and 
health have been waged in the 
US ever since the Surgeon Gen- 
eral determined in 1964 that 
smoking was a health hazard. 
But tbe tobacco industry has a 
wefl-established record of coming 
out on top - as, for example, 
when it turned the introduction 
of health warnings on cigarette 
packs into a shield against 
tobacco litigation. 

Meanwhile, although the pro- 
portion of US adults who smoke 
ha« fallen sharply from a peak of 
42 per cent in the 1960s, the 
decline bottomed out at 25 per 
cent in 1990 and has stuck at that 
level since. As a result, cigarette 
smoking remains the leading pre- 
ventable cause of death in the 
US. taking about 400.000 lives a 
year. 

Bowing to the strength of the 
tobacco lobby. Congress has been 
reluctant to interfere with this 
state of affairs: US tobacco manu- 
facturers remain among tbe least 
heavily taxed and most lightly 
regulated in any developed coun- 
try. But the nation’s trial lawyers 
have used increasingly inventive 
approaches to launch an ava- 
lanche of lawsuits against the 
industry. 

So far. tobacco manufacturers 
have triumphed in most of the 
cases that have gone to trial: 
juries have usually taken the 
view that people knew the risks 
associated with smoking even 
before the warning labels started 
to appear on the packs. 

But cigarette companies and 
their shareholders are haunted 
by the fear that , one day, these 
cases will start going against the 
industry, producing catastrophic 
losses. 

Friday's deal, if ratified by Con- 
gress, win remove that fear by 
outlawing class action lawsuits — 


A mong the winners and los- 
ers In the «368bn (£222bn) 
tobacco settlement, two of 
the most prominent victims will 
be the Marlboro Man and Joe 
Camel, who will disappear in the 
US because of the ban on the use 
of human and cartoon figures 
in advertisements, Richard 
Tomkins and Martin Brice write. 

The Joe Camel advertisements 
in particular had been singled 
out by the anti-tobacco lobby as 
a transparent pitch at young 
people. 

The irreverent cartoon charac- 
ter - orginaHy devised to get 
around a French government 
ban on the use of human figures 
in cigarette advertisements in 
the early 1970s - epito mised 
“cool", usually being portrayed 
in a party setting with dark 
glasses, a tuxedo, and with a cig- 
arette Hang in g from his pendu- 
lous lips. 


A pack of conditions: main points of the agreement 
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those brought on behalf of thou- 
sands. or even millions, of smok- 
ers making similar claims - and 
the lawsuits that have been 
brought by the attomeys-geueral 
of 40 states suing tbe industry for 
the billions of dollars they have 
spent on treating sick smokers. 

In return, tobacco manufactur- 
ers will pay out S3S8bn over tbe 
next 25 years, agree to regulation 
by the Food and Drug Adminis- 
tration, and accept tough new 
restrictions on cigarette advertis- 
ing and mar keting, with particu- 
lar emphasis on curbing under- 
age smoking, 

It has not yet been decided bow 
the money will be disbursed, but 
a large portion will be used to 
settle the state claims, another 
portion will be used to settle 
existing class action lawsuits - 
and a large, but as yet undefined, 
percentage will go to the hun- 
dreds of trial lawyers involved in 
these cases, who have spent time 
and money battling the industry. 

At first glance, the deal looks 
tough on tobacco manufacturers. 
The pay-out averages $14.7bn a 
year, more than double tbe 
industry's operating profits of 
$7.2bn from domestic tobacco 


sales last year; and the new regu- 
lations and advertising restric- 
tions are aimed at resuming the 
downward trend in cigarette 
smoking, with a view to its even- 
tual eliminati on 
In a joint statement, the big 
tobacco companies described the 
settlement as “a bitter pill” 
requiring previously unimagin- 
able concessions. Yet they could 
hardly have said otherwise: for 
the settlement requires the 
approval of the White House as 
well as legislation by Congress 
before it can come into effect. 

I n reality, however, tbe 
tobacco companies seem 
unlikely to suffer much. 
They plan to offset the 
cost of the deal by increas- 
ing cigarette prices in the US by 
about 50 cents a pack, so the set- 
tlement will have the same sort 
of effect as a big tax increase. In 
addition, tbe deal does nothing to 
impinge on the growth side of 
their business - their booming 
overseas sales, particularly in 
emerging markets. And immu- 
nity from big legal claims is a 
prize of almost incalculable 
value. 


Further, the likely benefits to 
public health appear scant. Expe- 
rience in other countries shows 
that even where very tough 
restrictions, or even outright 
bans, on advertising and market- 
ing have been introduced, they 
have had little impact on smok- 
ing levels. Youngsters take up 
smoking because they perceive 
the habit as “cool”, not because 
advertisements tell them to. 

Regulation by the FDA may 
also have little impact. The 
agreement allows the agency to 
reduce, and even eliminate, the 
addictive nicotine component 
from cigarettes. However the 
small print says the agency will 
first have to present “substantial 
evidence" that the changes wfl] 
result in a “significant reduction 
of the health risks” to smokers, 
that they are “technologically 
feasible" for manufacturers, and 
that they will not create a black 
market for contraband tobacco 
products with higher nicotine 
levels - an array of conditions 
that may be difficult to 
fulfil. 

To counter such criticisms, the 
agreement provides for a finan- 
cial penalty of up to $2bn a year 


Ban consigns Joe Camel 
to history's ashtray 


In other respects, those 
involved in the negotiations - 

the at to rn eys-general of the 40 
states suing the tobacco indus- 
try, the trial lawyers involved in 
class action lawsuits against tbe 
industry, and the industry itself 
- appear to have agreed a deal 
that, if ratified by Congress, will 
serve most of them reasonably 
well. 

For the tobacco companies, the 
cost of the payout will be funded 
by increasing cigarette prices - 
effectively, introducing a tax 
surc h arge - so the main effect 
will be the extent to which 
domestic demand is depressed by 


the price increase. Against this, 
tbe tobacco companies will save 
a large chunk of the estimated 
$60Dm a year they had been pay- 
ing ont in litigation costs. 

In any event, US tobacco sales 
account for only a portion of the 
profits of the big tobacco compa- 
nies - 30 per cent in Philip Mor- 
ris’s case. Wall Street analysts 
believe the net cost of the deal 
wfl] be small compared to the 
benefits the tohacco companies 
will reap from the removal of the 
threat of catastrophic litigation 
losses. Ms Diana Temple of Salo- 
mon Brothers expects tobacco 
share prices to jump by 20 per 


cent or more if the deal is done. 

In the UK. three tobacco com- 
panies are listed on the London 
Stock Exchange.. GaQaher, Impe- 
rial Tobacco and BAT Industries, 
but only the latter is affected by 
the US settlement 

Under the terms of the agree- 
ment. BAT, which made £1.63bn 
operating profits from tobacco 
last year, will pay about $1.7bn 
(£1.03bn) in an initial payment 
for liabilities stemming from its 
ownership of US tobacco com- 
pany Brown & Williamson, ana- 
lysts estimate. 

In the US, the 40 state attor- 
neys-general will receive no 


against the tobacco industry if it 
fails to cut under-age smoking by 
60 per cent over the next 10 years 
- seemingly, a form of guarantee 
that the deal will work. But the 
target looks so unrealistic as to 
suggest that tobacco manufactur- 
ers consider an extra $2bn a year 
a price worth paying for the legal 
immuni ty they will gain . 

If there are any benefits to pub- 
lic health, they are most likely to 
flow from the 50 cents-a-pack 
price increase. This, more than 
any other aspect of the settle- 
ment, may affect people's propen- 
sity to smoke: other countries 
have found that big price 
increases reduce demand for cig- 
arettes. particularly among 
youngsters. Mr Gary Black, an 
analyst with Sanford C. Bern- 
stein, has estimated that the 
price increase could cut 
consumer purchases by 11 per 
cent 

But to many public health 
advocates, it is unclear why Con- 
gress should not simply legislate 
for a tax increase and tougher 
regulations, instead of striking a 
deal that largely relieves the 
tobacco industry of liability for 
what it has done in the past 


financial benefit from the deal. 
But most of them have political 
ambitions, aspiring to become 
state governors and senators, 
and they will bathe In the glory 
of their perceived triumph over 
the tobacco companies. They will 
also collect the credit in their 
home states for winning big 
financial payouts from the indus- 
try. 

The hundreds of trial lawyers 
involved in litigation against the 
tobacco industry will expect to 
become very rich. 

Typically, US trial lawyers 
working on a contingency fee 
basis expect to receive 33 per 
cent of any settlement That fig- 
ure would be too high to be polit- 
ically acceptable in this case: but 
one person close to the negotia- 
tions said it would not be sur- 
prising to see the lawyers trying 
to secure, say, $2bn a year of the 
$15bn-a-year payout 


OBSERVER 


Boycotting 
the boycott 

! i 'Britain’s attempt to rti nm up 


< China's appointed legislature for 
#fong Kong is looking rather 
. farionv The Philippines have 
^now joined Japan, Australia, «nri 
/New Zealand in going to the 
. rarearing-toeeremany during 
. next week’s handover- So for. 
only tiie USIs joining Britain In 
^staying away. .. 

As ooeqf Asia's more 
/ advanced democracies, the . 
Phflirauaes, might have been 
.expected to havedoobts about * 
j^tteptiteg. Butitalsow^ntstp .. ./ 
maaintain good relations with , 
HoogSong because it> got a ; 

■ large-number of nationals 
'working there. Foreign minister 
.Dbmlngo SfozdnSSaamsays'- 
- there are few worries. /‘'China. . 
•says jt’sgt^^tohavedections 
; &.HphgXfing^Thafs.goed ■ * •; 
enough for us 

yi Meanwhile, a foie invitation to . 
r 4tft0 beanfeast has arrived for 
Austratiarimedia magnate-: / 
■J&tpert Murdoch, nd doubt a 
!. reward for hisjatierit diplomacy 
vwiJh the’Chinese government. ^ 
; Thii culminated inn fipeech in. " 
.Tokyo lastmonth wMchiociked 
like a deterinined pitch to Hnk . . 
up with tiffi Chinese in 
devehndng satellite television in 


Hell apparently turn up - but 


wifl he stay on with his Chinese 
hosts for the swearing-in, or 
make his excuses and leave - 
early along with the US and 
British party poopers? Observer 
suspects he’ll see it through. 


Shrinking feeling 

M The days of swashbudding 
Greek shipping tycoons could be 
-over. Following the death last 
.year of Stavros Nfarchos, his 
sans Philip, Costas and Spyros 
have opted for a new era of 

caotlcm. / 

The Nfarchos fleet has shrank 
from 18' to 12 swps and the 
family fortune, conservatively 
estimated 8t$5bn. isbeing 
stashed away in a . . . 

Lichtenstein-based foundation. 
At least the brothers Niarchos. 
are dutifully carrying out one of 
their authoritarian father’s last 
wishes: to spend a few hundred . 
mlllioh dollars an two new 
sqper-tahkers. 

But, beyond that, it seems the 
shipping dynasty is following 
-the wealth-preserving strategy of 
their old rival Aristotle Onassls, 
; wbo died in 1975. 

rOnassis left his money io : a- 
liddsnsteia-based charitable 
trust Its board, headed by 
lawyer Stelias Papadimitriou, 
trimmed tbe Onassis fleet to a 
manageable 20 . vessels which 
earn atidy income ftrAihina, - 
the tycoon's 12-year-oid . 
grand-daughter and the last 


surviving fondly member. So if 
it’s good enough for Onassis, 
must be good enough for 
Niarchos. 


Dirty money 

■ The ugly sight of rolling 
heads in Tvedestrand, a small 
town south of Oslo, after a 
hapless local bank employee 
accidently threw out $90,000 in 
tbe daily rubbish. Staff and local 
police are rifting tiie town dump 
in the hope of finding the 
al iasin g notes; any recovered 
will, of course, need laundering: 


Comeback kid 

■ Not much has been heard 
lately from Toronto's Cott 
Corporation, the private-label 
soft drinks bottler that gave 
Coke and Pepsi a scare tn the 
early 1990s. First it had a 
fi n a nc ial scare of its own, 
culminating in a restructuring 
two years ago. Then Gerald 
Fencer, Cott’s ebullient 
chairman and chief executive, 
had surgery for a brain tumour. 

-But Pencer, 53, wants the 
world to know he’s ready for 
action again. With tbe theme 
from Rocky blaring over 
loudspeakers, a spotlight 
dancing around the room and a 
standing ovation from 
shareholders, he jogged into 
Cott's annual meeting wearing a 


hooded white robe, boxing 
gloves and a baseball , cap . 
emblazoned with the slogan The 
Magic is Back. 

Tve always dreamed of 
having an entrance like that," he 
told shareholders. Pencer had 
more good news, with Cott 
restoring its dividend. He plans 
to give up some of his operating 
duties but. true to form, won’t be 
relinquishing any of his titles. 


Long delay 

■ A joke circulating in Swiss 
government circles may give 
some due as to how the Swiss 
see tbe likelihood of joining the 
European Union. 

Three ministers - German. 
Italian and Swiss - are seeking 
heavenly advice. The German 
asks God how long it will be 
before Germany's neo-Nazi 
problem, is solved On being told 
ft will be five years, the German 
mfnirtpr complains his party - 
will be out of office by then. The 
Italian minister wants to know 
how long it will take to conquer 
Italy’s mafia problem. Six 
months, says God, which is not 
what the Italian wanted to hear 
since his government would be 
out of power by than. Finally, 
it’s the Swiss minister’s turn. 
How long willit be before 
Switzerland joins the EU? 
There's a long pause before God 
indicates ... He’ll be out of office 
by then. 


100 years ago 

Speculating In Texas B 
Some people have curious 
ideas as to how money may 
be made by speculation on the 
Stock Exchange. The 
following is a letter received 
by us: “What are Texas B 
shares, and are they good to 
buy for a rise?" We cannot too 
highly commend the prudence 
of our correspondent In 
endeavouring to ascertain 
what the shares were before 
proceeding to gamble in thpm 
For the enlightenment of tb«c 
unique operator, we may 
explain that Texas B are the 
deferred shares of the 
Alabama, New Orleans, Texas 
and Pacific Junction Railways 
Company. Their nominal 
value is £10, no dividends 
have ever been paid on them 
and their present quotation is 
half-a-crown (£0.126) to 
seven-andrixpence (£0.375). 

50 years ago 

Mr. Clayton in London 
Mr. William Clayton, U.S. 
Under-Secretary for Econ omic 
Affairs, arrived yesterday 
from Washington In a 
Skymaster airliner. He is on 
his way to Geneva. He wifi 
dls pss with Ministers of the 
Br Jfch Government reactions 
in Europe to the Marshall 
Plan. He is expected to see ' 
Mr. Dalton, the Chancellor of " 
the Exchequer. 
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Foreign managers lift 
share of Japan funds 


By GSUan Tett In Tokyo 

European and US fond 
managers have made deep 
inroads into Japan's huge pen- 
sion business, almost doubling 
assets under management to 
Y7,270bn (J63.7bn) from 

Y3,759bn in the 1996 fiscal 
year. 

The Japan Securities Invest- 
ment Advisers Association 
said specialist foreign invest- 
ment advisers saw particularly 
sharp growth: their funds 
more than trebled in this 
period in a surge that particu- 
larly benefited British and 
other European companies. 

The increase provides new 
signs that financial deregu- 
lation is opening up business 
opportunities for foreign 
groups - particularly in 
Japan's pension sector, the 
second-largest and one of the 
fastest growing in the world. 

And though foreign groups 
still have only a tiny share of 
Japan’s pension sector - esti- 
mated to have assets of about 
Y230,000bn - observers say the 
foreign inroads win continue. 

Mr Peter Wolton, head of 
Schroders i n w p g fc ingwt Manage- 
ment in Tokyo, said: “We 


expect annual growth of at 
least 50 per cent for the next 
few years - we have doubled 
our staff to prepare for this.” 

The surge is also attracti n g 
new foreign entrants: this 
month Putnam, the US group, 
concluded a tie-up to manage 
overseas funds for Nippon Life, 
Japan's largest life assurer. 

Mr Simon Boote, ma n aging 
director of UBS Trust and 
Banking in Tokyo, said: “For- 
eign groups are still only gath- 
ering up the crumbs under the 
table - but they are very, very 
big crumbs. The prize is the 
huge pool of assets there." 

The trend has been partly 
triggered by growing concern 
among Japanese companies 
and life assurance groups 
about the low rates of return 
they have previously earned 
on inves tmen ts. This has left 
many turning to foreign 
groups to boost these returns. 

But the trend has also been 
fuelled by regulatory changes, 
which have made it both 
easier for Japanese companies 
to use foreign groups for over- 
seas portfolio investment, and 
given foreign groups greater 
freedom to operate in Japan. 

Foreign investment advisers. 


which tend to offer specialised 
services and focus on corpo- 
rate pension funds, have 
grown rapidly: they raised the 
contract value of discretionary 
funds under management from 
Y776bn to Y2,420hn In the year 
to March 1997. 

The investment adviser 
arms of big Japanese compa- 
nies such as EBJ and Nomura 
also expanded rapidly. But for- 
eign groups expanded at twice 
the rate of Japanese compa- 
nies, pushing their share of the 
investment adviser sector from 
16 per cent in Match 1996 to 21 
per cent in March 1997. 

The Tri al" hprutfif-jflT iftg were 
UK and other European 
groups: Barclays, which has a 
joint venture with Nikko, 
became the largest foreign 
Investment adviser, followed 
by Schroders, Deutsche Mor- 
gan Grenfell. Mercury Asset 
Management and Jar dine 
Fleming. 

Foreign trust banks saw 
slower growth, with assets ris- 
ing from Y2,983bn to Y4£50bn. 
according to data compiled by 
the banks. The largest was the 
US’s Bankers Trust - which 
almost doubled funds under 
management to Y1 414bn- 


Summit row 
on pollution 

Continued from Page 1 


many imports from Africa 
than the US and that it pro- 
vides more than seven times 
as much aid. 

The leaders also pledged 
$3O0m to cover up the dam- 
aged nuclear reactor at Cher- 
nobyl. and they welcomed Rus- 
sia as a fall participant in 
almost all of the summit pro- 
ceedings. 

British officials promised 
that next year’s s ummi t, in Bir- 
mingham. England, would be 
more focused. 


Eurotunnel 

investors 

Continued from Page 1 

banks to support the plan. 

Eurotunnel is receiving 
1,000 calls a day to a tele- 
phone hot-line set up to help 
shareholders before the 
extraordinary general meet- 
ing. It is warning that a vote 
against the restructuring plan 
makes a filing far bankruptcy 
highly probable - a view 
which is contested by Ms 
L’HOias. 

If shareholders block the 
deal, creditor banks are 
believed to be pushing to exer- 
cise their right of “substitu- 
tion'*, by which they have the 
power to take charge of the 
Channel tunnel and appoint 
another operator in place of 
Eurotunnel if their debts are 
not paid. 


Jospin presses for 
Dassault merger 
with Aerospatiale 


By David Buchan in Pads 

Mr Lionel Jospin, the French 
Socialist prime mini ster, 
favours a merger of the coun- 
try's two aircraft makers, 
state-owned Aerospatiale and 
private sector Dassault, to cre- 
ate a national champion in 
defence and aerospace. 

Be also backed eaRs for Air- 
bus Industrie to be converted 
from a loose consortium into a 
single company, a move that 
has been opposed by Aerospa- 
tiale - one of the Airbus part- 
ners - in the past 

However, Mr Jospin did not 
say whether a combined 
Dassault-Aerospatiale group 
would be in the public or pri- 
vate sector. His party opposes 
privatisation, but he faces 
pressure from Dassault, and 
from Aerospatiale’s partners in 
Airbus, to press ahead with 
the sale of the defence and 
aerospace industries. 

In a speech at the Le Bour- 
get air show at the weekend, 
Mr Jospin said he needed more 
time to study the options, but 
added: “I can already tell you 
that 1 consider essential the 
rapprochement between civil 
and military technology in the 
aeronautic sector." 

Last Thursday, Mr Jospin 
told parliament he was against 
privatisation "where it cannot 
be justified on grounds of 
national interest”. But Mr 


.Serge Dassault, chairman of 
the military aircraft company, 
has repeatedly made clear that 
he will merge his company 
with Aerospatiale only if the 
combined group is privatised. 

Mr Jospin is also under pres- 
sure to drop his opposition to 
privatisation from the German 
government and from Daimler- 
Benz Aerospace, one of the 
Airbus partners. 

Mr Volker RQhe, Germany’s 
defence minister, said at the 
Le Bourget airshow that such 
European alliances would have 
to be in the private sector, as 
was the case in the US. 

The prime minister’s support 
for the change is significant in 
view of the way state-owned 
Aerospatiale has been drag- 
ging its feet in recent negotia- 
tions over the issue of transfer- 
ring its factories and fixed 
assets to a new Airbus entity. 

Mr Jospin must also decide 
on the privatisation of 
Thomson-CSF, which the pre- 
vious rightwing administra- 
tion had been trying to sen for 
18 months and which had been 
due to he auctioned by the end 
of the month. 

He promised to weigh its 
future “solely in the light of 
the national interest, without 
taboos or ruling anything out 
or being shut into pre- 
established solutions, and with 
the aim of allying it with other 
European partners”. 


Bank of 
England 
and SIB in 
talks on 
supervision 

By George Graham and 
John Gapper In London 

The Bank of England mi1 the 
UK’s Securities and Invest- 
ments Board are negotiating a 
detailed agreement on how to 
handle banking collapses after 
the transfer of responsibility 
far banking supervision to the 
new “snper6IB". 

Mr Howard Davies, deputy 
governor of the Bank and 
fjiafrinan designate of the SIB, 
said the Treasury would prob- 
ably publish a m ««i| i i i r j >nrfi^ 
of understanding to resolve 
doubts about the organisation 
of banking rescues. 

There has been some ambi- 
guity about how the Bank’s 
role as “lender of last resort” 
to banks in trouble will be 
combined with the SIB’s new 
responsibility for banking 
supervision disclosed last 
month. 

“There will be value in 
pg’ piaintng to the marketplace 
how all this works so people 
know, when they think they 
are going bust, to whom they 
should address themselves," 
Mr Davies said ha an inter- 
view. 

He said the chairman of a 
failin g faank would be expec- 
ted to pay his first call an the 
new SIB. But the Bank, which 
retains responsibility for the 
safety of the financial system, 
would become involved in any 
potentially serious failure. 

In recent cases where banks 
have been in trouble, such as 
the collapse of Barings in Feb- 
ruary 1995. the Bank has tried 
to organise a “lifeboat” with 
contributions from other 
banks as well as considering 
the use of public money. 

Although the Bank has 
argued that there is no con- 
flict of interest between the 
role of supervisor of individ- 
ual iMTilrQ and guardian of the 
financial system, Mr Davies 
said the new structure would 
eliminate any possibility of 
conflict. 

“You could conceive of a sit- 
uation in which an institution 
responsible for supervision 
would say: 'Whoops, this is a 
systemic crisis,’ when actually 
what it was was a failure of 
supervision,” he said. 

In future, he said, there 
should be “a greater clarity 
about who is responsible for 
what”. However, this would 
require the Bank and the SIB 
to achieve a strong working 
relationship from early on. 

The SIB’s assumption of 
responsibility for banking 
supervision has also called 
into question the future of 
cash ratio deposits, which 
banks most hand over to file 
Bank of England in proportion 
to their deposit base. 

The deposits are interest- 
free and reinvesting the pro- 
ceeds protides the Bank with 
its principal source of income. 
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Europe today 

Most of northern and central Europe 
will be cloudy. Northern and western 
Germany wfll have widespread 
showers. 

The Netherlands, Belgium and 
northern France will be showery. 
Showers will have become less 
frequent over the past 24 hours in 
England and Scotland, although 
eastern areas might have a few wet 


The area stretching from Belarus 
through northern Romania and 
Hungary into Bosnia and Croatia will 
have heavy rain with thunder 
showers. 

Five-day forecast 

Northern Europe w9I remain 
unsettled with widespread rain 
throughout Scandinavia. 

Western Europe and the British Isles 
wiB be dry on Tuesday and 
Wednesday before showers return 
on Thursday and Friday, especially 
over England. 

Settled conditions wrth partly sunny 
sides and seasonable temperatures 
are expected In central Europe. 
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Smoke-screens 


Big tobacco in the US will be 
relieved at the fall in its share 
prices after Friday's announcement 
of a “punitive” S368bn settlement. 
The deal needs congressional ap- 
proval, so tobacco companies must 
show they are being squeezed. And 
given the headline sums and the 
power of the tobacco and legal lob- 
bies, there is a good chance it will 
survive in close to its current form. 

But the deal does not look too 
punitive. Talk of a £36Sbn hit is 
misleading. The SlObn down pay- 
ment is tax deductable, so it is 
really jess thaw STbn. The rest is 
covered by an initial tax rise of 
around 50 cents per pack. But the 
tax charge on cigarettes would still 
be far lower than in the UK, for 
example. And the UK tobacco 
industry is in robust shape. 
Tobacco valuations will be 
restrained by the risk of govern- 
ment dissent Moreover, there could 
be a 15 per emit drop in cigarette 
sales after tax increases, and con- 
sumers might trade down to 
cheaper brands after the advertis- 
ing ban. On the pins side, there 
would be lower legal and advertis- 
ing costs. Bat all this is dwarfed by 
the potential removal of the sector’s 
vast litigation risk discount. As to 
the threat of tobacco litigation 
spreading elsewhere, it pales beside 
the risk that US lawyers will search 
for another victim, perhaps makers 
of cars or alcohol 

BAT Industries could be the big- 
gest winner. It has a comparatively 
grn*u US tobacco business which is 
strongest in discount brands. 
Assume a 20 per cent drop in US 
profits and subtract BATs £720m 
after-tax down payment, and its US 
business would still be worth well 
over £2bn. That’s definitely better 
than the current implied valuation 
of next to nothing. 

European takeovers 

Are the British government and 
the Takeover Panel right to be so 
energetically opposed to a European 
takeover directive? At first sight, 
the issue does not look clear-cut 
After all, the odds in many Conti- 
nental countries are stacked against 
both hostile bidders and minority 
shareholders. Fairer roles are all 
too obviously needed. 

But that is not what is on offer. 
Instead, the European Commission 
is promoting an unhappy compro- 
mise. Its proposed takeover direc- 
tive risks weakening the great 
strength of the British noa-statu- 
tory system - the Takeover Panel’s 
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ability to take binding decisions 
quickly and flexibly. Equip bidders 
and targets with a directive and 
they would be able to litigate over 
the Panel’s head, bogging bids 
down to no one’s advantage. 

This might be a price worth pay- 
ing if. in exchange, the new direc- 
tive offered real improvement in 
takeover regimes elsewhere. But no 
such luck. The directive’s theoreti- 
cal aims of protecting minority 
shareholders and preventing target 
boards from frustrating bids have 
been hopelessly watered down: little 
if any bite remains. Even worse, the 
European Parliament’s legal affairs 
committee - disgusted by “bids 
whose sole motive would be to 
obtain purely financial advantages” 
- has spotted the opportunity to 
add an ill-considered duty to safe- 
guard jobs. There is a reasonable 
case for a directive devoted to pro- 
tecting investors’ rights across 
Europe. But this is not it 

Cost of capital 

What is British industry’s cost of 
capital? Many academics say 
around 12 per cent. Most stockbro- 
kers think it is in high, single digits. 
An arcane debate perhaps - but the 
answer is fundamental both to valu- 
ing stocks and companies’ invest- 
ment decisions. The main reason 
for the divergence is that the aca- 
demics are looking backwards. The 
essential component is the risk pre- 
mium for holding equities. Academ- 
ics are impressed by the fact that 
equities have, on average, delivered 
annnal returns between 7 and 8 per 
emit higher than gilts. But many in 
the City believe the risk premium 
looking forward Is between only 3-5 
per cent. 

Lex leans towards the City view. 
Backward-looking analysis gives 
inflated estimates. For a start, past 


generations of gilt investors were 
robbed by unanticipated inflation - 
m ining equity investors did unex- 
pectedly well by comparison. More- 
over. the current generation of 
investors might quite rationally 
demand a lower premium than 
their predecessors: the macroeco- 
nomic environment Is arguably 
more stable: and h is easier nowa- 
days to diversify risk through hold- 
ing balanced portfolios. 

What then Is the right number? 
One approach is to appreciate that 
the cost of equity is simply the total 
return investors expect - or the 
market yield plus the trend growth 
rate of dividends. The yield. 3 per 
cent from the perspective of a basic 
rate taxpayer, is easy enough to dis- 
cover. 

The trend growth of dividends is 
a controversial Trend economic 
growth, say 2 Vi per cent, is clearly a 
starting point. But can dividends 
grow no faster than the economy? 
In the very long run, yes - or total 
dividends would eventually exceed 
the size of the economy. But for a 
decade or two, dividends could eas- 
ily grow faster than the economy. 
Profits mi gh t take a bigger share of 
the economic cake or a bigger por- 
tion of earnings could be paid out in 
dividends - not to mention the fact 
that a large part of British company 
profits are earned overseas. 

This is not just a theoretical pos- 
sibility. In the past 15 years, divi- 
dends have grown faster than the 
economy - at just over 6 per cent a 
year in real terms. Such growth 
may be implausible looking for- 
ward. But 4 per cent or so seems 
reasonable - equivalent to 7V a per 
cent in nominal terms, given 31 □ per 
cent anticipated trend inflation (the 
rate implied by the difference 
between ordinary’ eilt yields and 
index-linked ones). Add on the 3 per 
cent dividend yield and a reason- 
able guess for the cost of equity’ is 
10Va per cent. 

To calculate the cost of capital, 
one last piece of the jigsaw is 
needed: the cost of debt. For blue 
chips, this is about TV, per cent pre- 
tax (half a percentage point more 
than government bonds) or 5 per 
cent on an after-tax basis. Given net 
debt amounts on average to 10 per 
cent of quoted industrial compa- 
nies' market capitalisation, that 
gives a weighted average cost of 
capital of 10 per cent. Of course, 
low-risk businesses such as utilities 
will have a tower figure; and high- 
risk ones a higher figure. But, as a 
rough benchmark, for most compa- 
nies. Lex plans to use 10 per cent 



There are toxic ciieirica'a in our water. Such cs oil 
An d pesticides. 

You might think Industry is to blame. But they’re only 
part of trie problem You and i. in our everyday lives, are also 
responsible for a tremendous amount of water pollution. 

However, we can aP. help protect our water. For example, 
use less toxic household cleaners and practice natural lawn 
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simply take it to a gasoline station where it can be reeveed. 
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Liechtenstein 

As a rich tax haven with a well diversified economy, the 
principality's few economic and constitutional dilemmas 
stem from its own success. Survey written by William Hall 

Conflicting demands 


A tiny principality of 31.000 
people wedged between Aus- 
tria and Switzerland, Liech- 
tenstein is not only one of 
the world's richest countries 
but it has also escaped most 
of the problems which have 
afflicted its bigger neigh- 
bours in the past SO years. 

It is more than 20 years 
since there was a recession 
in Liechtenstein and it has 
been virtually untouched by 
the recent economic prob- 
lems of the rest of Europe. 
Admittedly, the number of 
unemployed in Liechtenstein 
rose last year, but the figure 
is still equal to only 1.5 per 
cent of the workforce and 
shortage of staff rather than 
shortage of work is the main 
constraint on Liechtenstein’s 
economic growth. 

Liechtenstein, unlike other 
tax havens, is a model of a 
well diversified economy. 
Roughly half its workforce is 
employed in industry, com- 
pared with a third in neigh- 
bouring Switzerland. Gone 
are the days when Liechten- 
stein's livelihood depended 
on artificially high sales of 
postage stamps and shady 
letter box companies. Today, 
Liechtenstein is home to 
some world class companies, 
such as Hilti in construction 
services and Balzers In infor- 
mation technology. 

Exports per head of the 
population are roughly four 
times more than in Switzer- 
land, and Liechtenstein's- 
banks, led by the royal fami- 
ly's Liechtenstein Global 
Trust are starting to make 
their mark in international 
money management and pri- 
vate banking. 

In the political arena, 
Liechtenstein’s recent for- 
eign policy Initiatives have 


enjoys the benefit of close 
financia l ties with Switzer- 
land. The two signed a cus- 
toms treaty in 1923, have no 
border controls, and have 
shared a common currency 
for more than 70 years. Yet 
this has not stopped Liech- 
tenstein from gently break- 
ing away from Switzerland 
by joining the United 
Nations in 1990 and the 


says that EEA membership 
was a very important move 
for Liechtenstein and it has 
only had positive effects for 
Hilti. Mr Hans Brunhart, 
who was prime minist er of 
Liechtenstein for 15 years 
and now chairs VP Bank, 
believes that if Liechtenstei- 
ners were to be asked to vote 
again on EEA membership, 
"we would have the same or 
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European Economic Area in 
1995. 

Brussels, rather than 
Berne, Is now Liechten- 
stein's main diplomatic lis- 
tening post. Unlike Austria, 
which is having second 
thoughts about its enthusias- 
tic endorsement of member- 
ship of the European Union, 
and Switzerland which is 
regretting its refusal to join 
the UN and the EEA, Lie- 
chtensteiners seem pleased 
with the way things have 
turned out . ; 

Mr Pius Baschera, chief, 
executive of Hilti, Liechten- 


also met with success. It stjlL~ste3it'.& b iggest c o mp any,. 
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an even better result". 

This glowing picture of a 
country with the population 
of a small English market 
town Is borne out by its 
recent triple A credit rating 
from Standard & Poor's and 
Moody's, the toptwtf'US rat- 
ing agencies. S & Ejs^ys that 
Liechtenstein’s "small, open, 
and diversified ecqpqmy has 
a long track record of solid 
growth, low. inflation and 
minimal unemployment”. 
Lichtenstein's top credit 
riflBBS? is based cm its very 
stfahg fiscal position. Includ- 
ing negligible debt; favoura- 
ble. ecganran ^ooh cy environ^ 


ment and long-standing 
political stability. 

But despite this glowing 
report there are a few storm 
clouds on the horizon. Ear- 
lier this year, the coalition of 
Liechtenstein's two main 
political parties which had 
governed the country for GO 
years, finally collapsed. For 
the first time since the sec- 
ond world war, Liechten- 
stein has a formal opposition 
party and this is likely to 
increase the noise. If not the 
effectiveness of political dis- 
sent 

In addition, the long rum- 
bling constitutional row over 
the role of the Prince in the 
country's affairs is back on 
the agenda following a deci- 
sion by the European Com- 
mission of Human Rights to 
hear a complaint of a dis- 
gruntled Liechtenstein judge 
who believes that the ruling 
Prince has exceeded his pow- 
ers by refusing to reappoint 
him. 

Liechtenstein, according to 
its constitution, has a "con- 
stitutional hereditary monar- 
chy upon a democratic and 
parliamentary basis". This 
means that the prince and 
the people must work 
together to enable the state 
to function. The system has 
worked well for the last 70 
years but has started to look 
a bit outdated in a Europe 
where most hereditary mon- 
archs have long since aban- 
doned any pretence of real 
power. 

If the ruling prince does 
not Kke the lode of a judge 
proposed by Parliament, 
what is to stop him dismiss- 
ing a government he does 
not agree with, or locking 
away In his top drawer a law 
he cannot accept? 

The Prince's role in the 
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Vaduz csstlK home to the Royal family, whose constitutional role needs to be better defined 


constitution needs to be bet- 
ter defined to avoid the out- 
break of constitutional crises 
which, if allowed to fester, 
could undermine Liechten- 
stein's reputation for politi- 
cal stability. Would Liech- 
tenstein be as popular as a 
tax haven if it were to dump 
its monarch and join forces 
with Switzerland or Austria? 
Probably not. By the same 
token the fortune of the 
Liechtenstein royal family 
has been built on the back of 
Liechtenstein’s special fiscal 
privileges. It is far from dear 
that these could be safe- 
guarded if the royal family 


were to transfer to another 
jurisdiction. 

The second problem facing 
Liechtenstein is how to deal 
with its economic success. 
Mare than a third of its pop- 
ulation and close to two 
thirds of its workforce are 
foreigners. The government 
is anxious not to dilute the 
Liechtenstein identity by 
increasing the foreign con- 
tent of its population. Yet at 
the same timp jt is passing 
new legislation to encourage 
the launch of investment 
flinds and the creation of a 
captive insurance industry. 

Such initiatives highlight 


the policy dilemmas facing 
the Liechtenstein govern- 
ment. To date it has man- 
aged to balance the conflict- 
ing demands reasonably well 
and also continue to win spe- 
cial treatment with regard to 
the acceptance of the EEA’s 
rules on free movement of 
people. 

However. Liechtenstein 
will face increasing pressure 
to relax its incredibly tight 
rules on granting citizen- 
ship. 

At present the local com- 
mune in which a foreigner 
lives has the right to black- 
ball any applications for 


Liechtenstein citizenship. 
Given that most Liechten- 
stein families came from 
Switzerland and Austria, the 
retention of such tight con- 
trols over who can become a 
Liechtenstein citizen no lon- 
ger seem acceptable. 

The third potential prob- 
lem area for Liechtenstein 
concerns the future prosper- 
ity of its financial services 
industry. Liechtenstein's 
main assets are its low taxes 
and its bank secrecy laws 
and a challenge to either 
would dent Its attractiveness 
as an offshore centre. All fis- 
cal matters were excluded 
from the EEA treaty and 
Liechtenstein has not 
entered into any double tax- 
ation agreements with other 
countries, except for Austria. 
Nevertheless, there Is always 

the theoretical danger that 
Liechtenstein's fiscal privi- 
leges could be threatened by 
any move towards greater 
fiscal harmonisation within 
EEA member countries. 
Meanwhile. Liechtenstein's 
response to any moves by 
Switzerland to raise the rate 
of its value added tax, which 
it shares with Liechtenstein, 
will give a clue to Liechten- 
stein's fiscal independence. 

In the short term, how- 
ever. the biggest danger is 
likely to come on the bank 
secrecy front. Liechtenstein 
has passed new laws to com- 
bat insider trading and 
money laundering and has 
tightened up the rules gov- 
erning the behaviour of its 
fiduciaries. This new regula- 
tory regime has yet to 
tested. No fiduciaries have 
lost their licence to operate 
and there has not been a 
successful prosecution of a 
money laundering case. 

If the new regulations 
work too well, then they 
could dent Liechtenstein's 
appeal to investors who 
prize their anonymity. On 
the other hand, if they are 
interpreted too laxly, then 
Liechtenstein will face pres- 
sure from its new EEA part- 
ners to put its house in 
order. EEA membership car- 
ries responsibilities as well 
as benefits. 

The challenge facing 
Liechtenstein is to balance 
the need for integration in a 
larger economic framework 
so as to promote economic 
prosperity, with the imple- 
mentation of steps to safe- 
guard its independence. To 
date it has been remarkably 
successful in striking the 
right balance. 
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Raising the stakes 



The Prince has 
updated foreign 
policy and is now 
looking at the 
monarchy itself 

"This country not only owes 
its very existence to the 
political decision of a Prince 
but has again and again 
benefited from the decisions 
of Princes of the time ” 
Prince Hans-Adam n, 
opening speech to the 
Liechtenstein parliament. 
May 1993. 

If Prince Hans-Adam D, 
52, was a superstitious head 
of state, he might be 
worried that he is the 13th 
reigning prince of 
Liechtenstein and he came 
to power on November 13, 
1989. It was not the best of 
omens for Europe's last 
reigning monarch with real 
power over his people. 

Although Prince 
Hans-Adam has been 
effectively running the 
family business since 1972. 
he has yet to attain the 
level of popular affection 
accorded to his father, 
Prince Franz Josef n, or 
Prince John H who ruled 
Liechtenstein from 1856 to 
1929. The latter donated 
SFr75m to Liechtenstein, 
despite having lost the 
family’s huge estates in 
Czechoslovakia, and was 
nicknamed "John the Good” 
as a result 

However, effective 
monarchs are not 
necessarily popular and 
Prince Hans-Adam has 
probably done as much as 
his two predecessors to put 
Liechtenstein on the map. 
He successfully reorganised 
the family’s finances, which 
Is important since the 
Liechtenstein royal family, 
unlike most of Europe's 
royal famili es, still foots the 
bill for the upkeep of its 
castle and royal household. 
“1 have to earn enough in 
the morning so that I can 
afford to be Prince in the 
afternoon," says the Prince. 
As the ultimate owner of 
LGT, the country’s biggest 
financial institution, the 
royal family is also probably 
the country's largest 
taxpayer. 

Since he succeeded his 
father. Prince Hans-Adam 
has concentrated on 
modernising the country’s 



Hans-Adam: businessman in the morning, Prince In the afternoon 


foreign policy. He led 
Liechtenstein into the 
United Nations and helped 
push through membership 
of the European Economic 
Area, even though 
neighbouring Switzerland, 
to which Liechtenstein is 
closely tied, balked at the 
last moment The changing 
balance of power has meant 
that Prince Nikolaus, the * 
Prince's younger brother 
and the country’s chief 
diplomat, is now based in 
Brussels rather than Berne. 

Membership of the EEA 
has lived up to expectations, 
rays the Prince. If we had 
not joined, I think there 
would have been a danger 
that some of our companies 
would have moved some 
jobs out of Liechtenstein. It 
would only have shown up 
over several years." 
Liechtenstein, despite its 
close ties to Switzerland, is 
much more integrated with 
the EEA. which takes 40 per 
cent of its exports. 

Having solved the 
problem of European 
integration, the Prince is 
now turning his attention to 
a more prickly issue - the 
future role of the monarchy. 
The issue has been festering 
for several years and, like 
constitutional debates in 
other countries, there is no 
quick answer. However, the 
recent decision of the 


European Commission of 
Human Rights to haw the 
case of Dr Herbert Wille, a 
Liechtenstein judge who 
disagreed with the Prince, 
suggests that the , 
constitutional debate is 
about to take on a certain 
urgency. 

Dr Wfile, who presided 
over the administrative 
court which hears 
complaints against 
government decisions, was 
proposed for a further term 
and the Prince thought it 
better if someone else was 
chosen. Dr WiEe’s 
suppo rt ers see it as a test of 
whether parliament or the 
Prince has the ultimate 
right to appoint the 
country's judges. The 
matter is complicated since 
Dr Wffle’s job has now been 
filled by another lawyer. 

The Prince, for his part, 
wants to take the 
appointment of judges out 
of the political arena. He 
sees Ids duty as making 
sura that the Liechtenstein 
judiciary Is Independent and 
not filled by the 
government's political 
cronies. Under his plan, the 
ruling Prince will nominate 
the judges and parliament 
win decide whether they are 
acceptable. 

The Prin ce re gards the 
issue of Dr Wille as a 
relatively minor element in 


his plan to strengthen the 
democratic principle inside 
the constitution. "We have 
to adapt the lfi2i 
constitution to make it 
more democratic and our 
courts more independent," 
says the Prince. The 
Prince’s definition of 
democracy rests on the 
tenet that Liechtenstein has 
two sovereigns: the people 
and the Prince. Parliament 
has an important role in the 
country but the last word 
belongs to the two 
sovereigns and this implies 
that the Prince's 
instructions carry mccre 
weight than those of the 
parliament 
The constitutional 
reforms that he is proposing 
would reinforce thB 
possibility of self 
determination right down to 
the smell community. This 
helps explain why the main 
opposition to the proposals 
is mming from parliament 
since it has the most to lose. 
By the game tnjcfln , if t jhg 
Liechtenstein people want 
to remove the ruling Prince ; 
or even abolish the 
monarchy, he wifi accept 
their derision. I 

He is convinced, however, 
that the majority of the 
population continues to 
want a strong ranrmrrh- 
“But we are only going to 
provide and pay for a 
monarch if certain 
conditions are met," says 
the Prince. If the royal 
famil y furnishes a head of 
state, wherever that may be, 
it has to be for a democratic 
state which abides by the 
rale of law. The second 
condition Is that the state 
has to respect the autonomy 
of the princely family. 

There is a lot at stake for 
both sides. The Prince 
denies that he ever 
threatened to sell 
Liechtenstein to Bill Gates, 
the founder of Microsoft 
However, he insists that if 
the Liechtenstein 
population wants to change 
the conditions under which 
his family rules, then "they 
should speak with someone 
else who is prepared to pay 
fra* the upkeep of the 
monarch". The idea of a 
wealthy businessman, such 
as Bill Gates, taking over 
T.ipffhtengtom and 

renaming it Microsoft, may 
not be as far-fetched as it 
sounds. 



In the financial world there 
are two simple signs that 
have immense significance. 



These two simple signs always have an impact. 
Where your assets are concerned, the impact can 
be pleasing or painful. In the case of the Liechten- 
stein banking centre, however, it only takes a 
moment to ascertain that one of these signs is for 
more common than the other. Because the quality 
of banking services is determined by die people 
THE LIECHTEN5TEI 


who provide them. Our specialists are dedicated to 
serving their clients. They use their heads not just 
their computers. They are ready to advise where 
others just want to sell. Above all, they know how 
to listen- In the Principality of Liechtenstein we've 
dedicated ourselves to one common goal: never to 
settle for second best. A plus you can bank on. 
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New rules and foreign 

banks threaten bonanza 




Membership of 
the EEA is 
exposing the big 
three to serious 
competition 

Liechtenstein's banking 
system is humming. The big 
three banks, which control 
over 95 per cent of the mar- 
ket have all reported higher 
profits, increased their divi- 
dends, and are takin g on 
extra staff. LGT Bank in 
Liechtenstein has just 
opened a new dealing and 
logistics centre a few miles 
north of Vaduz, and the 
newly modernised headquar- 
ters of the other banks 
testifies that business is 
good. 

The prosperity of Liechten- 
stein's banking system is in 
stark contrast to the domes- 
tic problems of the neigh- 
bouring Swiss and Austrian 
banks. The big three Swiss 
b ank s all lost money last 
year and Austrian banks 
have been suffering from 
weak margins caused by too 
much banking capacity. 
Ranks in both those coun- 
tries have been shedding 
staff and closing branches 
whereas numbers employed 
in Liechtenstein banking 
continue to grow. 

In 1945 Liechtenstein had 
two b anks with a combined 
balance sheet total of 
SFrSSm. At the end of 1996 it 
was SFr27.4bn. A decade ago 
the banks earned less than 
SFrSOm in total. Last year 
they reported combined net 
income of SFri£&5m and in 
terms of taxes and dividends 
paid accounted for over 12 
per cent of Liechtenstein’s 
national income. 

Stockbrokers in Zorich 
have started tipping the 
shares. A report published 
earlier this year by Credit 
Suisse First Boston's Made- 
leine Ho fmann, showed that 
Liechtenstein Global Trust 
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(LGT) and VP Bank had 
increased their earnings per 
share by over 25 per cent a 
year between 1991 and 1995, 
which was nearly twice as 
fast as the growth in earn- 
ings of Julius Baer and Von- 
tobel, Zurich’s two best- 
known private banks. In 
1396, LGT boosted its earn- 
ings by a third and now 
earns more money than Baer 
or VontobeL 

The main reason for the 
strong performance of the 
Liechtenstein banks is that 
the Liechtenstein economy 
is in much better shape than 
the Swiss economy. Liech- 
tenstein h anks have not 
been burdened by the need 
to make big provisions on 
their domestic business. In 
addition, they have benefited 
from being located in a coun- 
try which has a user-friendly 
company law structure, low 
taxation and a tradition of 
bank' secrecy. 

In Liechtenstein all three 
hanks offer much the same 
service- Nevertheless, their 
strategies are very different 
Liechtenstein Landesbank, 
the largest and oldest bank, 
has been partly privatised 
hut r emains well rooted in 
the local community. It is 






Liechtenstein Landesbank, the latest and oldest bank, has bean qiick to take advantage of new fund management rules 


Bank blossoms 
under Royal 


the only bank with a local 
branch network and does 
nearly half of all mortgage 
lending. It has been slow to 
cultivate International cus- 
tomers but this is starting to 
r-hangg- it has been quicker 
than the competition to take 
advantage of Liechtenstein's 
new fund management rules 
by la unching new equity 
funds for its customers. But 
it is still well behind the 
other two banks in the size 
of its asset management 
business. 

VP Bank, headed by Mr 
Hans Brunhart, a former 
prime minister of Liechten- 
stein, is the youngest of the 
big three. It was founded in 
1956 by Allgemelnes Treoun- 
ternehmen, one of the oldest 
and biggest Liechtenstein 
trust companies, and the two 
still have dose boardroom 
and shareholder ties. For a 
long tune it was not allowed 
to compete with the landes- 
bank, and, although thin no 
longer applies, it concen- 
trates on private b anking 
and asset management in 
German-speaking markets. 
Its decision to open overseas 
outposts in places such as 
Montevideo in Uruguay and 
Breda in the Netherlands, 


TRUST COMPANIES 


rather thaw London, Geneva 
or New York, gives a clue to 
the clients it is targeting. 

By contrast, LGT, owned 
by the royal family, has 
become a significant interna- 
tional player. It set up in 
London more than a decade 
ago and Its £100m acquisi- 
tion of GT» a UK fund man- 
ager, in 1989, has been fol- 
lowed by last year's $30Qm 
purchase of Chancellor, a US 
money manager. At the start 



of the 1980s Bank In Liech- 
tenstein, as it was then 
known, had a staff of 150. 
and all worked in Liechten- 
stein. Today, LGT employs 
close to 2,000 and roughly 
three quarters work outside 
Liechtenstein. 

However, there are signs 


that T .i eohtongtojTf s h anking 
bonanza may be starting to 
fade. Unto the mid-1980s the 
balance sheets of the Liech- 
tenstein banks had been 
roughly doubling every five 
years and there were just 
three banks. Now they have 
been joined by Neue Bank 
and Centrum Bash, and 
judging by the latter’s profit- 
ability, there are still rich 
pickings to be had by setting 
up a local b ank, in its first 

Former prime 
minister 
Hans Brunhart 
heads VP 
Bank, the 
youngest of 
the big three 

full year Centrum, with a 
staff of 36, earned SFr7.3m 
on capital of SFr33m - the 
highest rate of re turn of any 
Liechtenstein hank 
In the old days a new bank 
could only open in Liechten- 
stein if it was proven that 
there was a need. This no 


longer applies. Liechtenstein 
is stOl off limits to the big 
Swiss banks, the most obvi- 
ous competitors. But mem- 
bership erf the European Eco- 
nomic Area means that 
foreign banks are now 
allowed to open in Vaduz. 
The first to take advantage 
was the Voralberger Volks- 
hank, which has 22 branches 
in the neighbouring Aus- 
trian province of Voralberg. 
Dr Hubert Kopf, its chair- 
man, is keen to capture 
some of the money that 
appears to be flowing out of 
Austria. It stresses in its 
advertising that Liechten- 
stein bank secrecy laws will 
cover its clients. The Hypo 
Voralsberg bank has also 
registered its Interest by 
opening a representative 
office in the Austrian consul- 
ate in Schaan. Problems of 
getting work permits and 
adequate accommodation 
win delay the entry of for- 
eign banks, but it would be 
surprising if some well 
known names had not set up 
within the next five years. 

The second reason why 
the Liechtenstein banking 
boom may have peaked 
involves regulation. Liech- 
tenstein Is no longer a bank- 


ing centre which accepts 
deposits first and asks ques- 
tions later. 

At the start of 1997, a new 
due diligence law governing 
professional duties for banks 
receiving assets came into 
effect It replaces an infor- 
mal agreement on mmhating 
money laundering and cov- 
ers not only banks but attor- 
neys and fiduciaries. Under 
the provisions of the law, the 
identity of the client, the 
economic beneficiary and 
the person depositing the 
assets has to be established. 
A bank is obliged to Identify 
the parties involved in a 
deposit of SFx25,000 and 
upwards. The minimum had 
been SFrl00,000. 

Ranks are now required to 
inform the Liechtenstein 
h ank supervisor where there 
is a strong suspicion of 
money laundering or partici- 
pation in a criminal organi- 
sation. All the banks have 
publicly applauded the tight- 
ening of the rules to prevent 
criminally obtained assets 
from flowing through Liech- 
tenstein. 

However, there is an 
unspoken worry that the 
tightening of the rule book 
could dent Liechtenstein’s 


At the centre of the financial web 


Prince Philipp, 50, 
chairman of Liechtenstein 
'Global Trust, is the second 
of the three princely 
brothers (the third is top 
diplomat Nikolaus). 

He was brought in to run 
the royal family’s most 
valuable asset in 1990 after 
Christen Norgren, the 
family's financial adviser, 
was dismissed following 
accusations of insider 
trading. Although Prince 
Philipp’s international 
banking experience was 
limited to stints at 
Hambros and Basque 
Rothschild, LGT has 
blossomed under his 
command. He ha s more 
than trebled its earnings, 
doubled equity to 
SFriJSbn, and, with the 
5300m acquisition of a New 
York money manager, has 
established it as a global 



fund ma na g ement 
business. The only 
complaint is the shortage 
of independent directors on 
the LGT board. But the 
Prince is confident that in 
the unlikely event that 
LGT hit big trouble, the 
Swiss National Bank would 
stand behind it if the royal 
family’s estimated SFr5bn 
fortune proved insufficient. 


Discretion is still 
the key, but the 
emphasis of 
business is 
changing 

Liechtenstein’s banks are 
the most visible sign of the 
country’s prosperous finan- 
cial services industry. They 
publish, annual reports and 
talk to the press. They are 
quoted on the stock 
exchange and their share 
prices are a good barometer 
of how well they are doing. 

By contrast, it is far more 
difficult to get an accurate 
reading an the performance 
of the network of lawyers 
and trust companies which 
provide the services under- 
pinning Liechtenstein's role 
as a tax haven. The best are 
highly professional, but stan- 
dards vary considerably. 
Security is tight and gaining 


entry to some law firms and 
trust companies is as diffi- 
cult as entering one of the 
world's major central banks. 
It all adds to the impression 
that these types of busi- 
nesses have something to 
hide and thrive on the 
absence of public scrutiny. 

At the centre of Liechten- 
stein’s financial web lie a 
group of lawyers with names 
such as Batliner, Frommelt, 
Marxer and Ritter. Discreet 
office blocks with names 
such as Dr. Dr. Batliner & 
Partner and Burohaus Dr 
Marxer, clustered round the 
centre of Vaduz, are the 
powerhouse of Liechten- 
stein's legal business. There 
are lots more lawyers in 
Liechtenstein, but the mexa- 
bers of the nchts amoaUsHsU 
constitute the cream of the 
legal profession. Not much 
goes cm in Liechtenstein that 
does not involve a rechtsan- 
walt 


Some are part-time MPs 
and some sit as judges. Dr 
Heinz Frommelt, 37, toe new 
minister of justice, has his 
own law firm. Most of them 
have close ties to local trust 
companies. Dr Peter Ritter is 
chairman of Prfisidial 
Anstalt, Dr Peter Marxer 
heads Confida and Dr Guido 
Meier is a top executive with 
AUgemeines Treuuntemeh- 
men as well as sitting on the 
board of VP Bank. 

Twenty years ago, there 
were only 20 lawyers cm toe 
rechtsanwaltsliste. Today 
there are dose to 70 and the 
numbers look set to increase 
farther as lawyers from the 
European Union countries, 
particularly Austria, start 
asserting their right to prac- 
tise law in Liechtenstein. 

The second pillar of the 
financial services industry 
are the 200 or so treuhandge- 
sellschaften (trust compa- 
nies). PrSsidial and All- 


gem eines Tr mninteraghnum , 
were set up over 60 years 
ago, and Confida was set up 
in the 1960s. 

They are among the best 
known names and their 
main objective is to provide 
trustee services and set up 
and manage companies fir 
i n te rnatio n al clients. Utmost 
importance is attached to 
anonymity. 

They advise on the best 
structure and organisation 
of tire legal entity and choice 
of domicile as well as offer- 
ing tax and inheritance plan- 
ning Clients can range from 
multinational companies 
which want to protect 
patents and trademarks to 
wealthy individuals who 
want to safeguard their for- 
tunes for future generations. 
Foreign cheats using Liech- 
tenstein pay virtually no tax 
except for a 1 per cart per 
annum capital tax. For foun- 
dations with taxable assets 


of over SFriOm the rate 
drops to Vi per cent 

Liechtenstein is home to 
more than 70,000 of these 
types of personal and corpo- 
rate vehicles, but it appears 
that the growth rate is tail- 
ing off. Liechtenstein is no 
longer in the business of 
mass-producing off-the-shelf 
letter box companies. That 
sort of business has gravi- 
tated to places like the Brit- 
ish Virgin islands partly 
because they can do It more 
cheaply but also because 
Liechtenstein is becoming 
more tightly regulated. 

Liechtenstein is concen- 
trating more on- added value 
corporate work. However, it 
also faces competition from 
centres such as the British 
Channel Islands which offer 
different types of trust struc- 
tures which are more appeal- 
ing to certain types of inter- 
national investor. As a result 
Liechtenstein is having to 


look for new sources of busi- 
ness to support a financial 
services sector which pro- 
duces the biggest part of the 
government's income. 

One area is insurance. 
Liechtenstein has never 
been big enough to justify its 
own insurance companies, 
although the same could be 
said for its banks and this 
has not stopped them from 
flourishing- 

However, in 1996 a new 
insurance act came into 
force and Liechtenstein is 
now touting for business as 
a centre for captive insurers. 
It has already attracted a 
company specialising iu 
insuring works of art and 
another offering third party 
liability insurance in inland 
waterways transport. It is 
hoping that its location 
inside the European Eco- 
nomic Area will enable it to 
capture business from other 
offshore centres. 
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attractions as an offshore 
financial centre. Mr Roland 
M Oiler, a former Hilti finan- 
cial controller who now- 
heads the five-strong bank- 
ing supervision authority, is 
keen to demonstrate his 
independence. Liechtenstein 
has already blocked suspi- 
cious funds In three or four 
cases and there are 10 cases 
going through the courts. If 
toe authorities decide to 
freeze these funds, on the 
ground that there is a mon- 
ey-laundering case to 
answer, then the publicity 
could backfire on Liechten- 
stein. 

The combination of 
increased competition and 
tighter rules could dent 
Liechtenstein's appeal as an 
of&hore financial centre. Its 
main attractions remain its 
bank secrecy laws and its 
low tax regime. Provided 
these conditions remain in 
tact then Liechtenstein 
should continue to prosper. 
However, it is clear that 
Liechtenstein's handful of 
banks are no longer going to 
be allowed to divide up the 
business among themselves. 
Not before time, they arc 
starting to face some serious 
competition. 
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LIECHTENSTEIN 3 


INDUSTRY 


Strong entrepreneurial spirit 


The sector is the 
principality's 
biggest employer, 
and jobs are still 
being created 

A c asual visitor to Vaduz 
might be forgiven for think- 
ing that the Liechtenstein 
economy is built on postage 
stamps, banks and trust 
companies. The centre of the 
main town is dominated by 
the high-security headquar- 
ters of law firms, banks and 
trust companies with 
strange sounding names 
which fuel the popular 
image of Liechtenstein as 
just another tax-haven with 
a nice line in pretty postage 
stamps. 

However, drive a few min- 
utes north of Vaduz and one 
comes to the village of 
Schaan (population 5,106). 
home of Hilti. a family-con- 
trolled firm in the interna- 
tional construction services 
industry. Its annual reve- 
nues are roughly four times 
the size of the Liechtenstein 
government’s revenues and 
its worldwide workforce of 
11,600 is almost the equiva- 
lent of Liechtenstein’s entire 
domestic workforce. 

Not far from Hilti is the 
headquarters of Hilcona, a 
major frozen food manufac- 
turer which sells to Swiss 
supermarket chains such as 
Migros. and Ivoclar-Viva- 
dent, another family con- 
trolled company, which is a 
world leader in dental medi- 
cal technology. Hilti, Hflcona 
and Ivoclar are all multi-na- 
tionals, but each employs 
more people inside Liechten- 
stein than the government 

Take a trip south of Vaduz 



Tha coating for one In two of the 6m CDs made each year fas produced on equipment manufactured by Batters 


and the picture is much the 
same. The first factory one 
comes to on the outskirts of 
Vaduz is Hovalwerk. which 
is short for Heizapparate 
Ospelt Vaduz Liechtenstein. 
It was founded in 1932 by 
Gustav Ospelt who built 
kitchen stoves. It has grown 
into a leader in European 
central heating systems and 
the world’s largest manufac- 
turer of aluminium-plate 
type heat exchangers. 

Carry on down the same 
road and one comes across 
Balzers, Liechtenstein's sec- 
ond biggest employer and its 
most successful high-tech 
company. It was founded 
just over 50 years ago by 
Max Auwdrter, a German 
scientist. Liechtenstein’s 
Prince Franz Josef n, and 
Emil Btihrle, a Swiss finan- 
cier. Au waiter's vacuum 



technology factory in Ger- 
many had been destroyed 
and Prince Franz Josef was 
keen to attract industry to 
his extremely poor kingdom. 

The result is that Balzers. 


now owned by Oerlikon- 
BOhrle, a Swiss conglomer- 
ate, has grown into one of 
the world's largest vacuum 
and surface technology com- 
panies. Its products range 


from protective coatings to 
prolong the life of specialist 
tools, to thin film compo- 
nents and coatings for the 
electrooptical industry. It is 
a big player in the informa- 
tion technology industry and 
is at the leading edge in pro- 
tiding equipment and thin 
film technology for new data 
storage formats such as the 
digital versatile disk, succes- 
sor to the CD-ROM. The 
coating on one in two of the 
6bn CDs produced every* 
year, is based on Balzers’ 
technology. 

The industrial sector is the 
biggest employer in Liech- 
tenstein and the proportion 
of the labour force working 
In industry is much higher 
than in neighbouring coun- 
tries. Although a country of 
fewer than 30,000 people can 
never be considered a formi- 


dable industrial power, the 
growth of Liechtenstein 
industry has been one of the 
country's great success sto- 
ries. 

From the very beginning, 
Liechtenstein industry has 
had to compete on the inter- 
national stage, unlike the 
country’s banks, trust com- 
panies and law firms which 
have been highly protected. 
The country’s low taxes 
have helped, but the success 
of businesses owes a lot to 
industrial pioneers such as 
Martin and Toni Hilti, and 
the late Gustav Ospelt. who 

presided over the Liechten- 
stein chamber of industry 
and commerce for more than 
two decades. 

In 1950. Liechtenstein 
industrial exports totalled 
SFr6m. Today, the figure is 
more than SFr3bn and 
accounts for the bulk of 
Liechtenstein’s industrial 
output. A glance at the sta- 
tistics underlines the 
strength of the Industrial 
sector. Exports have risen in 
all but one of the last eight 
years and. after a dip in 
employment in the early 
1990s. Liechtenstein’s Indus- 
trial workforce has been 
growing for the last couple 
of years. Switzerland, once 
Liechtenstein's most impor- 
tant market, has been over- 
taken by Germany and the 
the US. 

Although the growth of 
Liechtenstein’s industrial 
sector has slowed from the 
heady rates of the 1960s and 
1970s. the fact that industrial 
jobs are still being created in 
Liechtenstein, whereas they 
are being shed in neighbour- 
ing countries, is a testament 
to Liechtenstein’s healthy 
industrial climate. 


Quiet success 


Michael Hilti. 50, chairman 
of Hilti, Liechtenstein’s 
biggest company, is the 
country's most 
international businessman. 
He sits on the boards of 
Switzerland’s Winterthur 
insurance group and Credit 
Suisse First Boston, the 
investment bank. 

He trained to be a 
banker with Chase 
Manhattan in London 
before joining the family 
firm in 1975. In 1990 he 
became chief executive and 
took over as chairman in 


1994 when Martin Hilti, his 
father, turned 80. He has 
yet to show the same 
entrepreneurial flair as his 
father, or Toni Hilti, as 
ancle who founded 
Hilcona, a frozen food 
company. He has delegated^ 
day-to-day responsibility 
for running the family firm 
to Pius Bascbera, Hfltfs 
chief executive (see profile, 
right) and shuns the 
limelight. Family motto: 
'‘Better to flourish in the 
shade, than to be bung ont 
to dry in the sunlight” 


Business move 


Peter Marxer, 64, is 
probably Liechtenstein's 
best connected lawyer. He 
inherited his father’s law 
firm which was established 
in 1925. Like many 
Liechtenstein lawyers he . . 
has been a part-time MP, . . 
and his partner. Dr Walter 
Kreber, used to be prime ‘ 
minister. They are both 
Princely judicial 
councillors. 

Although they are 
members of the 
Liechtenstein legal . 
establishment, this has not 
prevented them from 
expanding into areas once 
considered out of bounds. ■ 
Today, the Burohaus Dr 
Marxer, across the road • 
from the Liechtenstein 


government, controls a 
growing business empire 
which includes Confida. 
one of the biggest local 
trhst companies, and 
Centrum Bank, the 
youngest of Liechtenstein's 
five banks. 

• Hard to believe, but some 
clients feel more 
comfortable dealing with a 
bank than a law firm. 




Hardliner opens deep divisions 


Wolfgang Haas, 48, Bishop of 
Chur, is Liechtenstein's 
most controversial export. 
Liechtenstein is a conserva- 
tive and deeply Catholic 
country and Bishop Haas, 
who is a Liechtensteiner and 
officiates at the royal fami- 
ly's weddings, is on the right 
of the Catholic church. 


His appointment as Bishop 
of Chur, whose parish 
extends from Liechtenstein 
to Zurich, has led to deep 
divisions among Switzer- 
land’s catholic commonity 
because of his hardline atti- 
tude towards the role of 
women and other social 
issues. 


The Swiss are supposed to 
be able to elect their own 
bishops and many liberal 
members of the Catholic 
church resent the Vatican’s 
refusal to remove Bishop 
Haas. Given his age. Bishop 
Haas could be around for 
another 20 years. 

However, the recent depar- 


ture of Monsignor Karl-Josef 
Rauber, the Papal ambassa- 
dor to Berne, is seen by 
some as a sign that Bishop 
Haas's days in Chur may be 
numbered. If true, he can 
still be assured of a warm 
welcome in Liechtenstein 
where he is the national 
bishop. 
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1012 Liechtenstein Issues as awn 


1710 Empen* Kan VI rates the two 
areas of Vaduz and Schefenb&Q to 
Sne sMus c* the Imperial PmOpaflty 

of ueertensaam. 


postage stamps. 

1010 Endmg tf the customs treaty- 
waft Austria. 

1920 Posa treaty WSi Switssfland 


1015 Lie ch tenstein becomes a 
member of the German 
Confederation. 

1062 Customs treaty eWi Aistrta. 
1882 The ConstAution; the Landtag 
becomes the tegtotaewe body. 
Founding of the Liechtenstein 
Savings Bank (now tpe Uechlenstefei 

National Bonk)- 


Dot Customs treaty w#h Swlmiana 
1038 Accession of Prince From Jaoer B 
1080 Prmce Franz Josef H dies on 
November 13 - Prince Hens Adam D 
takes over the government. 

1090 ueefttorenah becomes me 160th 
momber of me United Nations. 

1O0S Lie c htenstein (oina the BEA. 


Plus Baschera 


PROFILE 


Selling 

Mr Plus Bascbera, 50. has a 
tough job. He is the first 
outsider to be chief 
executive of Hilti, the 
flagship of Liechtenstein’s 
post-war Industrial 
revolution, and since he 
took over nearly three 
years ago Hurt's operating 
profits have been on the 
slide- Wore it not for the 
profits from its financial 
dealings. Hilti would not 
have been able to continue 
to increase its net income 
and dividend over the last 
couple of years. 

The recession in the 
construction industries of 
Germany. Switzerland and 
Austria, three of Hflti’s 
biggest markets, combined 
with the strength of the 
Swiss franc, have taken a 
toll on Hilti. which makes 
fastening systems for the 
construction industry. The 
family-controlled group's 
non-voting shares fell by 8 
per cent last year and have 
substantially under- 
performed the Swiss stock 
market in 1997. Has the 
Hilti success ran its 
course? 

The answer from Mr 
Bascbera is a dear no. “We 
are not in the high growth 
electronics business bat we 
are outgrowing the 
construction market 
consistently.” Meanwhile, 
the earnings from the 
group’s liquid funds 
accumulated aver the last 
few years are treated as a 
second contributor to 
profits and have to produce 
a reasonable return. 

“There is no question 
that we have to produce 
good profits but we have to 
look at the medium and 
long term." says Mr 
Baschara. Despite this 
long-term approach, Hilti 
faces tough competition 
from two types of rivals. 

The best known are 
companies like Bosch. 

Blade & Decker. Hitachi. 
Makita and Atlas Copco. 

They compete in the 
professional electric power 
tool market but also sell to 
the DIY market The other 
big competitor is WQrth, a 
private German company, 
which is not a 
manufacturer but operates 


power 

a big sales force. 

Hilti has never been 
tempted to enter the DIY 
market and yet it 
maintains one of the 
biggest direct sales forces 
in the industry. This grew 
up because of the need to 
train customers to use its 
systems. “From the 
beginning our aim has been 
to produce more value for 
customers rather than just 
a tool they could buy 
anywhere." says Mr 
Baschera- 

Hilti regards its sales 
force as its biggest 
advantage over its 
competitors. With close to 
5,000 salesmen making 10 
to 15 calls a day, it knows 
what is going on in the 
world’s construction 
markets and gets a lot of 
feedback, which helps focus 
its R&D. 

One example of how this 
has been translated into 
new products is a drill 
Introduced three years ago 
with an integrated dust 
remover. The absence of 
any real competition shows 
it was not so easy to 
imitate. 

Nevertheless, the cost of 
maintaining Hflti’s sales 
force, plus the need to 
expand into emerging 
markets, is keeping Hilti ’s 
operating margins lower 
than those of some 
competitors. Some analysts 
have questioned the 
advantage of having such a 
vertically integrated 
business where Hilti does 
everything from inventing 
and producing to selling its 
products. 

However, Hilti has a well 
tested international 
management team and an 
owner with a long-term 
time horizon. It has been 
heavily involved in afl the 
big international 
construction projects such 
as the Channel tunnel, the 
Hong Kong airport and the 
Storebaelt bridge and 
tunnel link in Scandinavia. 
There should not be one big 
construction site around 
the globe where Hilti is not 
involved, says Mr 
Baschera. “If it was, 1 
would have big problems 
with that" 
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LIECHTENSTEIN 


Emergence of 


an opposition 


The long-standing 
coalition has 
ended and both 
parties welcome 
the change 


Politics Is a growing 
business in Liechtenstein. 
Until 1888 there were only 15 
members of parliament and 
two political parties which 
had ruled the country in a 
cosy coalition since 1988. 
The prime miwigtor was gen- 
erally drawn from the ranks 
of the country’s lawyers and 
most of bis ministers worked 
part time. 

Today, Liechtenstein has 
25 MPs, three main political 
parties and the prime minis- 
ter is no longer able to doa- 
ble up as minister of foreign 
affairs and minister of jus- 
tice. 

Membership of the Euro- 
pean Economic Area has 
meant that Liechtenstein's 
five ministers have had to 
become more professional, 
and this year's break-up of 
the government coalition, 
probably the longest surviv- 
ing in recent European his- 
tory, suggests that Liechten- 
stein politics is starting to be 
buffeted by the same elec- 
toral stresses as its much 
larger neighbours. 

Liechtenstein Is a rela- 
tively young democracy. 
Women did not get the vote 
until 1984 and until the 
1920s, the Prince of Liechten-. 
stan, who lived in Vienna, 
appointed his own governor 
to run a country of 8,000 
people. 

However, the Liechten- 
stein economy collapsed at 
the end of the first world 
war and Prince John n was 
forced to provide substantial 
finanHai aid to prevent his 
subjects from starving. 

Despite this generosity, 
there was a growing call far 
a “Liechtenstein for the Lie- 
chtensteiners” and thi« was 
the background in which 
Liechtenstein’s two main 
political parties were 
spawned. 

The oldest is the People’s 
party, the predecessor of the 


current Vaterl&tische Union 
(VU), or Patriotic Union. It 
drew its early members from 
workers who had been 
employed in Switzerland on 
a seasonal basis and had 
learnt about the Swiss sys- 
tem of direct democracy and 
trade union rights. Hence 
the VU party's tag as the 
-reds". 

Its founding goals were 
greater rights for the people 
and closer economic ties 
with Switzerland. The Fort* 
schrittliche Bflrgerpartei 
(FBP), or Progressive Citi- 
zen's party, was founded In 
2918 and recruited its mem- 
bers at the outset mainly 
from the fanning and middle 
classes. It has always been 
known as the -black" party. 
The two parties even have 
their own weekly newspa- 
pers with the Liechtenstei- 
ner Vaterland supporting 
the VU party and the Lie- 
chtensteiner Volksblatt 

backing the FBP. 

By 1931, T.laohtgngtfltn Had 
a new constitution which 
drew heavily on the Swiss 
model with the right to chal- 
lenge government decisions 


by popular referendum and 
propose new legislation 
through initiatives. Consid- 
erable political power was 
delegated to the country’s 11 
C fimmiroeg- 

The head of state had to be 
a Liechtensteiner and the 
parliament was to be elected 
by the people. The 67-year- 
old customs treaty with Aus- 
tria was abandoned and in 
1923 Liechtenstein ri gnoa a 
customs treaty with Switzer- 
land. The following year the 
Swiss franc replaced the 
Austrian currency as Liech- 
tenstein's official currency. 

The next brief period of 
feverish political activity in 
Liechtenstein was marked 
by German troops mw-rang 
into neighbouring Austria 
and the approach of the sec- 
ond world war. In 1938 
Prince Franz Josef H, father 
of the present ruling Prince, 
took up permanent residence 
in the castle overlooking 
Vaduz and encouraged the 
two political parties to stop 
squabbling and unite in a 
coalition government 

The government coalition 
continued until March 1997, 



In search of quality 


Art is seen as the 
answer to falling 
visitor numbers, 
to supplement 
hiking and skiing 
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long after the threat of Ger- 
man occupation had become 
only a memory. The two par- 
ties had become virtually 
indistinguishable and it was 

often joked that the only dif- 
ference was that one party 
was Catholic, conservative 
and monarchical, and the 
other was monarchical. 
Catholic and conservative. 
Members of the VU like to 
regard themselves as more 
akin to the US Democratic 
party while the FBP is closer 
In philosophy to the US 
Republicans. 

In Germany, the VU would 
be on the left wing of the 
Christian Democratic Union, 
whilst the FBP would be on 
the right 

Despite the absence of 
obvious policy differences, 
this year’s break-up of the 
government coalition was 
not a great surprise. The 
FBP, which provided Josef 
Ospelt, Liechtenstein's first 

prime tniritsfor Jn 1099 Had 

been the majority party 
between 1928 and 1970. Since 
then, it has held power only 
twice - and the second thrift 
for only seven months. Its 
share of the vote h«c fallen 
from over 50 per cent 20 
years ago, to 39 per cent 

Mr Narbert Seeger, a law- 
yer who heads the FBP, says 
that every four years his 
party seemed to be losing 
between one and two per- 
centage points at the elec- 
tion. “We could no longer be 
distinguished from the VU," 
says Mr Seeger. In addition, 
the FBPs position has been 
undermined by political 
infighting. In 1993, it won 
the biggest share of the vote 
in the general elections bat 
within a few months, the 
FBP had lost ormfiriennp in 
its own prime minister, Mr 
Markus Bflchel, and tried to 
remove him. 
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The result was a second 
general election in 1993 and 
the VU party regained its 
majority. The coalition gov- 
ernment soldiered on for 
another four years but in 
last Febru ary’s general elec- 
tions, the FBP lost another 
seat and the fVeie Lisle, an 
ecology-based party, won 
two seats. As a result the VU 
hag 13 MPs the FBP Is 
down to 10 MPs. There was 
increasing evidence that its 
younger voters were defec- 
ting to the Freie List 

So far the first time in 60 
years, Liechtenstein now has 
a formal opposition party 
amj «n five government min- 
isters are drawn from the 
same side. 

If this state of affairs had 
existed five years ago, Liech- 
tenstein’s negotiations for 
membership of the European 
Economic Area might well 
have proved more difficult 
However, both parties 
appear to welcome the 
change. 

It Will Tnakw it ftgfilgf for 

the FBP to set out its posi- 
tion on major issues and 
counter attempts by the 
Freie Liste to establish itself 
as the only real opposition 
party. Liechtenstein's tradi- 
tion of direct democracy has 
always offered an outlet ter 
people opposed to the coali- 
tion government. However, 
there is a dang er in a small 
state like Liechtenstein that 
the top jobs and top con- 
tracts will be carved up 
along party lines. 

Prince Hans- Adam, who, 
in same respects, has occa- 
sionally had to act in lieu of 
a formal opposition party, 
also welcomes the move, “It 
wffi add to the transparency 
in Liechtenstein’s political 
life ami increase the impor- 
tance of Parliament,” says 
the Prince. 


Berthdd Konrad, director of 
Liechtenstein's tourist office 
since 1971, has one of the 
toughest jobs in the princi- 
pality. Unlike the rest of 
Liechtenstein’s industries, 
tourism is feeling the reces- 
sion and membership of the 
E u ropean Economic Area is 
not the solution. . 

Tie 1950s and 1960s were 
the heyday for Liechtenstein 
tourism, with numbers of 
visitors doubling roughly 
every decade. However, visi- 
tors peaked in 1961, at 85£82, 
and since then numbers 
have been falling. In 1996, 
arrivals fell by 5.2 per cent, 
to 56,751 - the lowest num- 
ber since 1965. The number 
of overnight stays, a key fig- 
ure ter tire hotel industry, 
fell by 65 per cent to 119,264 

and is now 38 per cent below 
its 1972 peak. 

The weakness in Liechten- 
stein’s tourist industry is not 
immediately visible. The 
number of tourist buses 
thronging the centre of 
Vaduz, seems as large as 
ever, and relative to its pap- 
ulation, Liechtenstein still 
has a lot of visitors: the 
number of foreign visitors to 
Liechtenstein is nearly three 
times the size of its popula- 
tion, whereas in Switzerland, 
a popular tourist destina- 
tion, it is less than twice. 

It has been said that there 
are three kinds of Liechten- 
stein tourists: the TT. the BB 
and the QV. T he ‘Teutonic 
Transits"(TT), from neigh- 
bouring countries, tend to be 
passing through on their 
way south. The “Bullet 
Bus”(BB) tourists, not all of 
whom are Japanese, drop in 
for half an hour just so that 
they can visit one more 
European country. 

However, it is the Quality 
Visitor (QV), which interests 
Berthold Konrad. "If you 
want to really see Liechten- 
stein it will take you three 
weeks,” says Konrad. Some 
40 per cent of Liechtenstein's 
tourists coma for the winter 
sports concentrated an the 
Malbun ski area, 10 miles 
outside Vaduz. It is a handy- 


sized ski resort at 1,600m 
with six ski-lifts and 12 miles 
of downhill runs. Past visi- 
tors have included members 
of Britain’s royal fondly. 

For summer visitors, 
Liechtenstein’s main attrac- 
tion are outdoors. There are 
one or two good restaurants 
in Vaduz, such as the Real, 
named after the owner’s 
family, or the Torfcel, owned 
by the Prince, and the Park- 
Hotel Sonnenhof. But if visi- 
tors are not interested in 
outdoor attractions, such as 
the hwkm of Hitring trails, 
there is a limit to what 
Liechtenstein has to offer. 

Liechtenstein has no out- 
posts of big hotel chains 
(which could be a plus point) 
and has never developed 
into a spa resort like Bad 
Ragaz, a few miles down the 
road in Switzerland. How- 
ever, it does have a number 
of other attractions which 
remain sadly underused. It 
has two impressive castles in 
Vaduz and Balzers, which 
are both closed to the public. 
The Liechtenstein National 
Museum, which was bit by 
an earthquake, is closed 
until further notice, and the 
Liechtenstein State Art Col- 
lection's exhibition of five 
centuries of Italian art from 
the Prince's collection, has 
just finished. The Liechten- 
stein Postal Museum has 
been closed for several 
months of renovation but 
should reopen. 

Nevertheless, there are 
signs that Liechtenstein may 
be about to create a tourist 
attraction to tempt the qual- 
ity visitors that Mr Konrad 
is keen to attract Liechten- 
stein probably has the big- 
gest per capita collection of 
art works in the world but 
until now has never had a 
proper art museum. That 


could be about to change. 

A group of businessmen, 
led by Mr Michael Hiltl. 
chairman of the country’s 
biggest company, has 
pledged SFrSOm to finance 
an art museum to house the 
state art collection, exhibit 
parts of the Prince's collec- 
tion, and attract outside 
exhibitions. It will be built 
in the centre of Vaduz on the 
car park now occupied by 
the tourist buses and the 
aim is to open it by 2000. 

Vaduz is a pleasant 
tho ugh village. But when it 
is busy, it resembles a giant 
parking lot Undo: the pro- 
posals, the rafttp street will 
become a traffic free pre- 
cinct. The museum will be a 
place to meet people, hold 
seminars, and will hopefully 
reinvigorate the centre of 
Vaduz. The idea Is that it 
will attract the sort of 
upmarket visitor who might 
also be a potential client for 
Liechtenstein's private 
banks. There is even talk 
that international collectors 
might be encouraged to 
bring their collections to 
Liechtenstein to take advan- 
tage of its tax laws. 

The proposed museum's 
success would be enhanced 
if the ruling Prince agreed to 
lend it tire best parts of his 
family's art collection, one of 
the most valuable in the 
world. However, the new 
museum Is a much smaller 
version of what was origi- 
nally planned and it is still 
possible that the Prince 
could decide to build a rival 
museum to show his own 
collection. It should not be 
forgotten that a general elec- 
tion had to be called in 1989 
alter the two main political 
parties fell out over plans to 
build a museum to house the 
Prince's art collection. 
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BRIEF 


Benetton set for 
sports expansion 

Benetton Group, the quoted Italian clothing 
group, is set to expand in the sportswear and 
equipment business while freeing up the family 
holding company to pursue other interests. 

Page 19 

leahn gains control of Marvel 

Mr. Carl Icahn, the US corporate raider, has 
finally wrested control of Marvel EntCTtamment 
from rival Mr Ronald Perelman, thrwig h the 
threat of further legal action has left a question 
over his ultimate success in running the famous 
comic book company. Page 19 

Metafennsla seeks stock market listing 

Hong Kong-based Metalsrussia, a company that 
supplies steel from the former Soviet Union to 
customers in south-east Asia is seeking a ngKnp 
on the London stock market in a move likely to 
value the group in excess of $200m. Page 18 

Share price set for Eni 

The Italian Treasury set a ma^n m price 
of L9.325 for its L10,000bn ($5.9bn) flotation of a 
third tranche of shares in Erri, the state- 
controlled oD and gas group. The offer, involv- 
ing ibn Eni shares and an additional 150m 
"greenshoe". or oversubscription, option opens 
today and closes on Friday. Page 19 

Pint Choice may cool holiday hopes 

First Choice, the UK's third largest tour opera- 
tor, is likely this week to dampen hopes of a 
sharp rise in holiday sales as a result of building 
society windfalls. Page 18 

Ud plans growth In Europe 

United Cinemas International (UCI), the cinema 
ehafri owned by Seagram and Viacom, the North 
American entertainment groups, plans to 
expand Into Italy and Poland, and to launch 
lush-tech IMAX cinemas in Europe. Page 19 

Afummium raw to resurface 

The row about the 6 per cent tariff an primary 
aluminiu m imports charged by European Union 
countries is almost certain to bubble up again 
today at the second ann ual aluminium confer- 
ence organised by the Financial Times and the 
CRU International consultancy. Page 22 

DaJta revives Zimplats plants 

Delta Gold, the Australian mining group, Is 
reviving plans to spin off its Zimplats arm, 
which has platinum interests in Zimbabwe, and 
list it on the London Stock Exchange. Page 18 

Demand continues for dollar assets 

International dollar bond issues hit record levels 
last week for the second tune in a month, with 
investors showing a clear preference for the 
greenback. Strong demand for dollar assets 
prompted borrowers to issue almost $lfibn in 
new bonds. Page 28 

CeOnefs Force costs rise 

CeDnet, the UK's second largest mobile opera- 
tor, set aside £25m ($4L25m) last year to cover 
the rising cost of problems with its sophisticated 
new hilling system. Overall costs for the system. 
Farce, which is a year late, have risen from 
£70m to £95m. Page 18 

Lonrho likely to test patience again 

The patience of Lonrbo shareholders is Kkely to 
be tested again when the company today reports ; 
results for the six months to March 31. Investors 
anxious about Lonrho’s overdue sale of the Prin- 
cess resort hotels may have to he content with a 
disappointing set of figures. Page 24 

Complication for Qlaxo drug 

The US Food and Drag Administration has 
introduced a complication in the race to launch 
a generic version of Glaxo WeDcome’s best- 
selling ulcer drug, Zantac, after Glaxo’s US 
patent expires on July 25. Page IS 

China Evorbright hi HK asset swap 

flViina Everbrigbt, the acquisitive bus i ness arm 
of China’s State Council, is to take a 20 per cent 
stake in Theme International, the Hong Kong- 
based clothing retailer, as part of an asset swap 
designed to bolster its retail operations. Page 19 

Cinema chains discuss mega m e rger 

Toronto-based Cineplex Odeon and Loews Thea- 
tres of the US are discussing a merger that 
would create one of the world's biggest cinema 
chains. Page 19 


Anglo-French power group creates new roles for national managers US h ank 

GEC A Isthom reorganises [EuroDeai 


By Stefan Wagstyi, 

Industrial Editor 

GEC Alsthom, the 
Anglo-French power and trans- 
port engineering group, is 
decentralising its wwnagmpttf 
In its biggest organisational 
change since it was founded 
eight years ago. 

The company, a Joint ven- 
ture between GEC of the UK 
and France’s Alcatel Alsthom, 
has created a senior post of 
country manager in the 40 
countries most important to its 
business. 

These new managers have 
been asked to co-ordinate the 
group's activities in national 
markets. In particular they 
will deal with top customers. 


such as government organisa- 
tions. 

The new structure is being 
superimposed on GEC Als- 
thom’s existing system, which 
involves five divisions, cover- 
ing its main businesses of 
power generation, power trans- 
mission, transport, industrial 
equipment and marine equip- 
ment 

The change is a response to 
criticisms by GEC Alsthom 
executives and customers that 
the group was too centralised 
in its Paris bead office. 

The original division-ori- 
ented structure was estab- 
lished to try to ensure that 
managers from GEC- and 
Alcatel Alsthom, the two par- 
ent companies, worked 


together within each business. 

But GEC Alsthom executives 
have concluded that they now 
need a more decentralised and 
flexible organisation to cope 
with the company's fast-chang- 
markets. 

In particular, privatisation 
and deregulation in the power 
and transport markets is creat- 
ing more potential new cus- 
tomers. 

Also, the proportion of sates 
coming from outside France 
and the UK has T4sgn sharply, 
from 53 per cent in 198990 to 
66 per cent 

The expansion last year of 
the German business through 
the acquisition of the power 
transmission and distribution 
business of AEG, accelerated 


this process. 

Mr Claude Darmon. manag- 
ing director In charge of 
operations, said in an inter- 
view: “We are decentralising 
because exports are growing, 
because our operations are 
expanding geographically and 
because the number of custom- 
ers [in each country] is grow- 
ing rapidly." 

The new country managers 

- called ’presidents’ in the 
most s igni fi cant markets and 
‘resident directors’ elsewhere 

- would plan strategy, includ- 
ing passible acquisitions, act 
as the company's public face, 
and co-ordinate activities 
which could be brought 
together, such as supply pur- 
chasing. Mr Darmon said. 


Mr Darmon said decision 
making would still he concen- 
trated with business divisions, 
country managers would 
not be directly responsible for 
running operations. 

However, further decentral- 
isation could come in the 
future. 

"The world is becoming 
more and more complex and 
we have to adjust so that we 
can react more quickly," he 
said. 

However, GEC Alsthom does 
not plan to decentralise as for 
as one of its main rivals, ABB, 
the Swiss-Swedish engineering 
group, which operates on a 
matrix in which managers 
report both to country heads 

and div isional 


China 

tens ' — T T 
control of £&£* 

‘red chip’ in options loss 


NatWest managers cleared 


John-FGcfcfing In Hong Kong 

ftlna has announced new 
for international 
offerings which will 
ighten controls over the injee- 
km of state assets into red 
hips. These are mainland- 
on trolled businesses which 
ave surged on the Hong 
Long stock market this year. 

Investment bankers in Hong 
said tiie rules marked an 
Kempt to take the specula- 
te steam out of the over- 
eated red chip sector, rather 
ian the reversal of a policy 
iat has provided a steady 
xeatapf funds far wiaftiiami 


“ I don’t thfni r their inten- 
ts to pull the ping on the 
chips,” said Mr John Mul- 
ihy, managing director of 
UL Carr in Hong Kong. 

Bat brokers said the 
umouncement, which came 
irlier than expected, could 
lgger volatility in the Hong 
ong market 'in the final week 
store the transfer of sover- 
gnty to China. The roles 
me announced late on Fri- 
after a record daily rise 
[ a record close bn the 
ang Seng index. 

Shares in red chip compa- 
res have risen sharply this 
tar. Investors have seized on 
and 



By John tapper. 

Banking Editor 

An inquiry into tha mispricing 
of interest rate options that 
caused National Westminster 
Bank a £77m (5127m) loss ear- 
lier this year has cleared 
senior managers of collusion 
with a Junior trader alleged to 
have been responsible. 

Five managers who super- 
vised Mr Kyriaoo Papoids, an 
options trader, were suspended 
in March and may leave the 
bank over the affair. The 
inquiry by Coopers & Lybrand. 
the accountancy firm, has 
found that they foiled to super- 
vise him adequately but were 
not involved in active cofln- 
ston with hurt.- 1 " 

The. options mispricing, 
which led to the resignation 
last week of Mr Martin Owen 
as chief executive of NatWest 
Markets, the bank’s invest- 
ment banking arm, h«y also 
caused controversy over Nat- 
West’S expansion into invest 
ment banking. 

The results of the inquiry 
are expected to be published 
by NatWest at the end of this 
week or the start of next week. 
It will armonnee the action it 
has taken to strengthen Its 
internal risk controls. 

Mr Derek Wanl ess, Nat 
West's chief executive, has 
taken over as temporary chief 
executive of NatWest Markets 



Pjr ns g§. 


Derek Wanless, chief executive at NatWest, stepping in as head of NatWest markets T«iy 


while NatWest searches far a 
replacement for Mr Owen. The 
bank is expected to appoint an 
outsider to strengthen man- 
agement 

NatWest has suspended Mr 
Phil Wise, chief administrative 
officer, Mr Jean Francois 
Nguyen, head of debt deriva- 
tives, Mr Ghristcphe Lansan, 
head of interest rate risk man- 
agement Mr Ian Gaskell, head 
of swaps trading in Europe, 
and Mr Neil Dodgsan, global 
head of options. 

The internal inquiry is 
thought to have concluded 


that Mr Papouis mispriced 
interest rate options over a 
prolonged period by mairing 
inaccurate estimates of volatil- 
ity, which were supported by 
brokers with whom he dealt 

Separately, Barclays yester- 
day dismissed as “speculation" 
a report that suggested it was 
considering a bid for NatWest 
or an approach to suggest 
a merger. NatWest said it 
had not received any 
approaches from outside 
parties. 

A merger between any of the 
Big Four clearing banks has 






been thought unlikely to be 
approved on competition 
grounds. 

NatWest and Barclays both 
have a big share of the small 
and medium-sized business 
banking market. There has 
been concern that there is 
already an insufficient level of 
competition for small business 
customers. 

Some investment bankers 
have suggested that Barclays 
and NatWest should merge , 
their investment banking 
arms, NatWest Markets and ! 
BZW, to compete with US i 
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to set up 
European 
corporate 
finance arm 


By John tapper, 

Banking Editor 

Oppenhelmer & Co. the 
privately owned US invest- 
ment bank. Is setting up a cor- 
porate fi nance arm in Europe 
in an effort to capture business 
from small technology compa- 
nies seeking to list or merge. 

The move by Oppenhelmer. 
which has traded and sold 
shares and bands of US com- 
panies to European Investors 
for 25 years, comes amid grow- 
ing interest from specialist US 
investment banks in expand- 
ing their services into Europe. 

Oppenhelmer is trying to 
gain from the greater willing- 
ness of US institutions to 
invest in high-growth technol- 
ogy companies. The bank, 
founded in 1950, Is among the 
leading underwriters of tech- 
nology shares in the US. 

Other US investment banks 
that specialise in analysing 
and advising technology com- 
panies are represented in Lon- 
don. They include Alex Brown. 
Hambrecht & Quist and 
Robertson Stephens, which 
has Just been bought by Bank 
I of America. 

Israel already has a large 
number of technology ven- 
tures. Oppenhelmer has been 
among the leading investment 
banks - with Lehman 
Brothers - to offer the shares 
of Israeli technology compa- 
nies in US capital markets. 

European investment hanks 
have anticipated a growing 
demand from Small- and medi- 
um-sized companies for advi- 
sory services in countries such 
as Germany when growing 
companies come to the public 
markets to seek fresh equity. 

But the move by Oppen- 
heimer and others indicates 
that smaller specialist US 
investment banks may seek to 
compete in the technology sec- 
tor in the same way that big 
US investment have made 
inroads into the broader Euro- 
pean market 

Mr Adrian Merryman, a 
senior vice-president of Oppen- 
heimer, said that entrepre- 
neurs could potentially gain a 
higher price for companies by 
offering shares to US investors 
as well as European institu- 
tions or venture capitalists. 

Mr Merryman said Oppen- 
heimer expected to concen- 
trate on a broad range of sec- 
tors within the technology 
industry. 


Companies In Mils issue 


Aerospatiale 
Airbus Industrie 
American Express 
Asda 
BASF 

BAT Industries 

BC1 

BOB 

BG 

BPB 

BSkyB 

Banco da Galicia 
Bank of America 
Barclays 


ING Barings 
Imperial Tobacco 
Japan Tobacco 
JarcSne flaming 
KPN 

Landround 

Liggett 

Loews Theatres 

Lonrho 

MAM 

Mad 

Marvel 

Mattieeon Lloyd’s 
Mediobanca 


Benetton 
Berkeley 
British Telecom 

Cartpio 

Carlson- WagonUt 
Carlton Comma 
CnllrMt 

China Evertjright 
Cineplex Odeon 
DMG 


Deteam IB 

Delta Gold 18 

Encotesa 4 

Eni 19 

Eurotunnel 1 

First Choice 20, 18 

First Leisure 20 

Formula One Holdings 18 
GEC Alsthom 17 

GUS 20 

Gaflaher 19 

Gartmore 18 

Glaxo Waneome 18 

Goshawk Insurance 18 
Granada Group 1 

HIT Entertainment IB 

Hogg Robinson 2 
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Microsoft 

NIL 

NatWest 
News Corp 
News C o rporation 
NMco 

Nippon Life 
Nomura 

Oppenhfllmar & Co 
Orange Gomms 
Philip Morris 
ProSieben 
rjr Nabisco 

nWlunCK 

Reed Elsevier 
Reuters 
Schraders 
Thame international 
Thomas Cook 
Thomson-CSF 
UBS Trust 

UCI 

Vendflme Lioaay 
Vodafone 
WJ-Oarr 
Wessex Water 
Yortahire-TyneTess 



rise 40 per cent In raw day on 
news that it would acquire a 
stake in a mainland hiwk 


land companies seeking to list 
overseas or to transfer assets 
to Hong Kong subsidiaries 
w01 need approval from sev- 
eral ministries and market 
regulators. . 

The CSEC, China’s financial 
sector regulator, will review 
proposals while the securities 
cxmnnisslon of the state coun- 
cil, China's cabinet, will 
decide on approval. 

Chinese companies seeking 
to list abroad must have their 
assets inside China for more 
than three years, while a 
st ate ment carried by the state 
news agency also suggested 
that an animal quota tor list- 
ings and asset injections 
might be established. 

“Many organisations have 
caused negative Influence by 
transferring assets for over- 
seas listings without 
approval,” the statement said, 
wanting of tough punishment 
should the rales be breached. 

Mr Richard Lo, head of 
China Research at BZW Asia, 
said the rules partly repre- 
sented a formalisation of 
existing practices. “When 
investment banks arrange a 
listing for a Chinese company 
tt is usual to get approval 


eminent,” he said. “This just 
makes it black and white.” 

Others warned Beijing's 
tough words might lead to a 
hiatus in red drip issue* or 
asset injections. But they saw 




One broke: said: “This is a 
signal that they want an 
orderly market, even if it 
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TEXSTYI L 
WO R I D 


Institutional Buy Out 


£ 17,000,000 Equity Investment by 

Royal Bank Development Capital Limited 

Transaction structured, led and arranged by 

Royal Bank Development Capital Limited 

Additional acquisition and expansion Senior Debt Facilities 
led and arranged by 
Bank of Scotland 


Jointly underwritten by 

The Royal Bank of Scotland pic 


Deal initiated and vendor advised by 

Price Waterhouse 


Advisors to Royal Bank Development Capital 

Dickson MintoWS Deloitte & louche Corporate Finance 
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COMPANIES AND FINANCE: UK 

Reuters action hurting online providers 


By ttichotas Denton 

Maid and Reed Elsevier of 
the UK are struggling to fin 
gaps in their nniina business 
information libraries after a 
move by larger rival Beaters 
to deny them use of its key 
news database. 

London-based Beaters, the 
world’s largest market data 
provider and news agency, 
has already ceased updating 
news stories in Profound and 
Lexis-Neas, the ""line ser- 
vices run by Maid and Reed 
Elsevier. 


By October, articles from 
Reuters* Textline, a database 
which aggregates contribu- 
tions from about 350 leading 
newspapers, newsletters and 
other publications, will be 
removed entirely. 

Reuters, which is seeking 
to translate its dominance in 
news gathering into leader- 
ship in the growing market 
in online business informa- 
tion. is also restricting 
access to its own news wires. 

Maid will carry no Reuters 
news stories at all after ref- 
using the cat-down version 


of Reuters’ news service cow 
being offered to competitors. 
It would have included no 
more than 10 international 
business stories a day. 

Reuters has attracted par- 
ticular criticism by demand- 
ing services acknowledge on- 
screen that they carry a nar- 
rower selection of Reuters 
wire articles than the news 
agency’s own online service. 

The restrictions on access 
to Reuters content come 
ahead of the relaunch next 
month of Reuters Business 
Briefing, which is in direct 


competition with Maid’s Pro- 
found and Reed's Lexis* 
Neds. 

Reuters continues to sup- 
ply Textline to groups with 
which it barters articles 
such as Pearson of the UK, 
owner of the Financial 
Times and the FT Profile 
online library, and Knight- 
RJdder of the US. 

“We are using our content 
and the content we aggre- 
gate in order to promote our 
b usiness information prod- 
ucts." said Renters. “We con- 
tinue to provide Textline 


where we have reciprocal 
arrangements with other 
information services.” 

It is understood that Maid, 
which lost access to several 
UK ne w sp ape rs when Reu- 
ters pulled Textline, will 
next week announce agree- 
ments to cany directly The 
Times, The Sunday Times 
and BBC World Monitoring 
Service. 

Maid, which has bar- 
gaining power because it is a 
distributor of content rather 
than an owner, said: “It is 
for others to decide whether 


Reuters are abusing a global 
monopolistic position.” 

Reuters, which began as a 
news agency 150 years ago. 
has traditionally been a 
wholesaler of news, willing 
to leave distribution to news- 
papers. online services and 
web rites. 

But the growth of the busi- 
ness information marke t has 
led Rentas, along with Pear- 
son and Dow Jones, owner of 
the Wall Street Journal, to 
promote their own services 
by progressively denying 
proprietary content to rivals. 


First Choice poised to 
damp bonanza hopes 


By Scheherazade 
Danashkhu, Leisure 
Industries Correspondent 

First Choice, the UK’s third 
largest tour operator, is 
likely this week to damp 
hopes of a sharp rise in holi- 
day sales as a result of build- 
ing society windfalls. 

Mr Peter Long, group man- 
a g in g director, is expected to 
warn that although the year 
will turn out to be good, it 
win not be the bonanza that 
some have assumed. 

The travel industry expec- 
ted to be one of the main 
beneficiaries of the £20bn 
windfall horn the demutu- 
alisation of building societ- 
ies. But at a recent aviation 
conference in London. Mr 
Long said: “People have got 
the cash from windfall 
money and are deciding 
what to do with it I don’t 


see any signs that they are 
spending it on a summer 
holiday." 

Airtours, the second larg- 
est tour operator, said there 
had been increased holiday 
sales, but “it’s very difficult 
to say whether they are tied 
to the windfall money or 
not". 

Sales erf summer holidays 
were flat in May compared 
to the ««mp time last year 
and there has been heavy 
discounting of holidays 
departing in June. 

Travel agents said the 
price w eakness was caused 
by a late increase in capacity 
which had made up to 4 per 
cent more June holidays 
available compared with last 
year. 

Mr Ed Sims, marketing 
director at Unijet, which has 
4 per cent of the holiday 
market, said that discounts 


on June holidays were on 
average £25 deeper across 
the industry than last year. 

However, sales of holidays 
in the high season were 
going welL “At the moment 
we do not expect any dis- 
counting in July and August 
because there is virtually no 
availability in the school hol- 
iday period. But a lot of 
money will be lost in June," 
he said. 

Sales of summer holidays 
were 12 per cent higher in 
April compared to last yean 
the industry expects 9m holi- 
days to be sold by the end of 
the summer - up 6 per cent 
on last year. 

First Choice is expected to 
report first-half pre-tax 
losses to April 30 of between 
£2im and £24m, with an 
improved UK performance 
offset by increased losses in 

rianada 


Metalsrussia for market 


By Christopher Price 

A company which supplies 
steel from the former Soviet 
Union to customers in south- 
east Asia is seeking a listing 
on the London stock market 
in a move likely to value the 
group in excess of $200m 

Metalsrussia. based in 
Hong Kong, is seeking to 
raise $50m which will be 
used to modernise and 
upgrade a steel furnace plant 
the group recently pur- 


chased in Ukraine. The 
group believes the develop- 
ment of the furnace will 
eventually lead to a signifi- 
cant rise in profits. 

Mr Mohammad Zahoor, 
chairman, who founded the 
group in Pakis tan in 1991, 
will see his 49 per cent share 
valued at some $75m if the 
float is successful. 

Other shareholders 
include the Viriyaprapaikit 
family, who are involved in 
the Thai steel industry, with 
41 per cent. The r emaind er Is 


held by four Pakistani busi- 
nessmen. The two largest 

shar eholdings will dilute to 
37 per cent and 30 per cent 
respectively after the float 
None of the gristing share- 
holders are selling shar es. 

Metalsrussia made after- 
tax profits of $35.9m, a 28 per 
cent increase, on sales of 
$60 lm in 1996. However, 
operating profits fell from 
$38m to $35m due to difficult 
market conditions, chiefly a 
sharp fall in steel prices. 

Mr Zahoor said the group's 


BG deputy chairman on 
look out for another job 


By Jane Martinson 
Mr Philip Rogerson, deputy 

chairman of BG, con- 
firmed that he is looking for 
another job after leading the 
company’s team in the 
Monopolies and Mergers 
Commission inquiry which 
ended last week. 

The MMC report into 
Trans Co, the regulated gas 
pipeline business of the old 
British Gas, endorsed the 
central demands of Ofgas, 
the industry regulator and 
set tough new price controls. 

Mr Rogerson said he had 
no regrets about going to the 
MMC after rejecting the pro- 
posals put forward by Ofgas 
last year. “The issues were 
too big and too important 
not to go,” he said. The 


group gained “significant 
extra resources” from the 
inquiry, which amounted to 
“well in excess of £500m". 

Mr Rogerson. who was 
notably absent when BG 
publicly accepted the report 
last week, had called the 
original Olgas proposals 
“one of the biggest smash 
and grab raids ever". Follow- 
ing the MMC report, he 
called the result “reason- 
able", though “obviously we 
would have liked a better 
result". 

The biggest disappoint- 
ment was that the MMC 
“decided to change its mind” 
over asset value and depreci- 
ation, be said. He admitted 
that the “reality” of the reg- 
ulatory process was that the 
company had to grin and 


bear the MMC decision. 

Ms Clare Spottiswoode. the 
regulator, repeatedly men- 
tioned the improved rela- 
tions with the new executive 
team at BG. But Mr Roger- 
son denied that the disagree- 
ment had ever been per- 
sonal. “As far as I was 
concerned it was never a 
personal battle. I don’t know 
whether that was the case 
for Clare Spottiswoode." 

He said his departure had 
been well signposted. 

Mr Rogerson, who has 
been with the group for five 
years, said he was “open to 
offers” about his next job 
but would like a company 
c h ai rm anship. He said the 
new company had to be 
“inte resting ", not necessar- 
ily of FTSE 100 size. 


Delta 

revives 

Zimplats 

plans 



IjdiHOdarUM' 

Peter Long: people are deciding what to do with windfalls 


with $200m tag 


success was founded on its 
strong business connections 
both in the former Soviet 
Union and south-east Asia. 
“We have the reputation, the 
performance, the delivery 
record and the quality.” 

The group retains the ser- 
vices of three steel mills in 
forma- Soviet Union which 
Mr Zahoor said had records 
of producing consistent qual- 
ity steeL Orders to the mills 
were given only when- the 
steel had already been sold 
on. “There Is very little risk 


By Michael Peel 

World paper industry prices 
nosedived last year after 
enjoying a record year in 
1995, according to Pira Inter- 
national. the paper and pack- 
aging research centre. Pira 
also predicted prices would 
continue to be depressed 
until the end of the century. 

The most striking example 
of the worldwide downward 
trend in prices last year was 
North America, where wood 
pulp prices fell by 27 per 
cent, and recovered paper 
prices dropped by 62 per 
cent In 1995 pulp rose by 58 
per cent and recovered paper 
by 77 per cent 

Pira said the drop in prices 
was due in large part to an 
increase of millions of 


for us being left with steel 
we cannot sell," said Mr 
Zahoor. 

In addition, most of the 
group’s transactions are car- 
ried out in dollars to minim- 
ise any dangers from the 
uncertain political and eco- 
nomic situations in the for- 
mer Soviet Union. However, 
Mr Zahoor, who is based in 
Moscow, said business condi- 
tions were improving in the 
region. - 

Williams de BroS is spon- 
sor and broker to the float- 


tonnes in south-east Asian 
pulp and paper capacity. 

Overall global wood pulp 
capacity rose by about 3.7m 
tonnes, while demand 
increased by only 200,000 
tonnes. Paper and board 
capacity expanded by 11m 
tonnes against a heightened 
demand of 52m tonnes. 

Last year the Food and 
Agriculture Organisation’s 
global capacity survey pre- 
dicted an increase in devel- 
oping countries between 1995 
and 1998 of 272 per cent for 
wood pulp and 202 per cent 
for wood and board. 

Pira said 1997 and 1998 
would remain “doubtful" 
years for prices, during 
which the industry would 
“be lucky to remain on an 
even keel”. 


By Kenneth GoocBng, 

Mining Correspondent 

Delta Gold, the Australian 
mining group, is reviving 
plans to spin off its Zimplats 
subsidiary, which has plati- 
num interests in Zimbabwe, 
and float it on the London 
Stock Exchange. 

The idea was first mooted 
in 1995, bat Delta's institu- 
tional shareboldos in Aus- 
tralia objected, saying it 
was too early in the develop- 
ment of the Hartley project 
in Zimbabwe, the biggest 
platinum mine outside 
South Africa, in which Delta 
has a 33 per cent interest. 

Now institutions are sug- 
gesting the time is right to 
consider the idea again, said 
Mr Peter Vanderspuy, Del- 
ta's chairman. When it 
reaches full production at 
the end of 1998. Hartley will 
account for about S per cart 
of world platinum output. It 
will produce 150.000 troy 
ounces of platinum, 110.000 
ounces of palladium as well 
as other metals. 

If the flotation goes 
ahead, Zimplats will join a 
growing list of substantial 
mining comp a nies seeking a 
London listing. Randgold 
Resources, the international 
mining and exploration arm 
of Randgold of South Africa, 
ami Billiton, the base metals 
business to be demerged 
-from Gen cor. another South 
African group, are expected 
to start trading in London 
mon th. 

Timing of any Zimplats 
London flotation will 
depend on whether Broken 
Hill Proprietary, Australia’s 
biggest company, decides to 
keep its 67 per cent stake in 
Hartley. BHP is currently 
undergoing a fundamental 
review of its global busi- 
nesses. 

Hartley has been an 
unhappy experience for 
BHP. The capital cost 
jumped from the S225m in 
the feasibility study to 
8289m (£i75m) and, because 
the project has slipped 18 
mon ths behind schedule, 
BHP is having to fund S80m 
of net operating costs before 
development of Hartley is 
completed. 

An alysts suggest that 
BHP is likely to sell Hartley 
and that the project is worth 
between S250m and S300m 

Delta has pre-emptive 
rights to buy BHFs stake 
and Mr Vanderspuy said his 
company would almost cer- 
tainly use a London float to 
raise the necessary cash. 


Depressed outlook 
for paper prices 






N.V. Koninklijke Nederlandsche Petroleum Maatschappij 


Tbe Board of Management of N.V. KoninUijlce Nederlandsche Petro- 




M SEESMESM. 


leum Maatschappij (Royal Dutch Petroleum Company] announces that 
as a result of An amendment of the Articles of Association approved 
by the General Meeting of Shareholders on May 1 4, 1997, the shares 
with a par value of NLG 5 will be split into four shares with a par 
value of NLG 1 .25 on June 30, 1997. In addition, share certi fi c ate s to 
bearer provided with separate dividend coupons (K cer ti ficates) will be 
relinquished and the Amsterdam register of shareholders will be 
dosed. 

bi connection with the above, die attention of sh are h olders is drawn to 
die fallowing: 

A. Holders of share cstiRate to bearer 

Shareholders who haw; deposited their sh ares in a securities account 
widi a bank or broker are not required to take any action themselves 
and will receive information on the shore split from the institution at 
which dieir shares are deposited. 

The depositaries must submit the share mrtificute, to bearer with a par 
value of NiG 5 to Bodays flank PIC at either erf the offices shown 
below, in exchange for share certificates to bearer with a par value of 
NLG 1.25 provided with a dividend sheet that is rat composed of 
separate dividend coupons (CF cert if ica tes ). Upon their submission by 
a bank or broker for exchange, the share certificates to bearer must be 
accompaned by a number list and should be sorted in the order set 
out m the number iut. 

With affect from Jim *30, 1997, one shore cert i ficate to bearer with a 

par value erf h&G 5 provided with separate dividend coupons (K certi- 


ficate) wil be regarded as four share certificates with a par value of 
NLG 1.25. New K c ert i ficates will no longer be issued. With offset 
from January 1, 1998, holders of K c erti ficates will no longer be able 
to exercise their rights, including the right to dividend, unless these 
K certificates have been exchanged for CF cert ificates which must be 
held through a securities account with a bank or broker. Holders of 

K certificates may, if desired, submit their shoes to be entered in the 
Hague or New York register of shareholders. Shareholders are odvi- 
sed to have their certificates exchanged or e nte re d in the register os 
*Oon as possible on or alter here 30, 1 997. To do so, holders of tC cer- 
tificate* con surrender their certificates and the appurtenant dividend 
coupons in toe UK at either of the following offices of Barclays Bank 
PIC: 

Barclays Bank PIC 

Depository Services 

8 Angel Court 
Throgmorton Street 
London EC2R7HT 


Barclays Bank PIC 

Depositary Servian 
P.O. Bax 1043 

Wllmv Grow House, Windsor Road 
Trowbridge, Wiltshire, BA14QYT 

From tone 30, 1 997, up to and ind uding December 31, 1998, such 
exchange or entry in toe register wtU be free erf charge. Shareholder* 
surrendering toe aforesaid certificates for exchange in the UK at a 
bank other than Barclays Bank PLC may be diag e d a foe. 

As from June 30, 1997, toe shares will be traded on toe London Stock 
Batoange in accordance with toe new par value of NLG 125. 


B. Holders of re gistered shoes 

Holders of shares wittered h toe Hogue register are not required to 
take any action. They will be informed shortly of toe number of shores 
with the new par value of NLG 1 .25 that wffl be e n ter e d in toe register 
in their noma. 

Holder* of shores entered in toe New York register wiH be informed 
shortly by Morgan Guaranty Trust Company erf New York, Transfer 
Agent end Registrar (P.O. Bax 8205, Boston, MA 02266-8205. USA; 
td. 1-617-575-4328, fax 1-61 7-575-4083) of toe procedure to be 

followed by them. 

Holders of shares entered in the Amsterdam register are not required 
to take any action. With effect from June 30, 1997, one share certifi- 
cate for registered shares with a pa 1 vahrt of NIG 5 entered in this 
register will be regarded as four share certif i cates far registere d shares 
with a par value of NLG 1 .25. New certificates for these registere d 
shares will no longer be issued. The existing certificates will become 
invdid with effect from January 1, 1998, and the shores concerned 
will be entered in toe Hague register with efed from that date, if den- 
red, these shareholders cot surrender their share certificates for regis- 
tered shores at toe offices of toe Company until January 1, 1998, m 
exchange for CF oa t! finite. or, at their discretion, for entry of toe sha- 
res concerned in the Hogue or toe New York reg i ster. Such exchange 
or entry wifl be free of diarge. These share h older s will be in fo rmed 
shortly of further details. 

The Hague, June 23, 1997 
THE BOARD OF MANAGEMENT 
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Delcam heads 
for Aim float 

Delcam. a computer software group, is planning to float 
on the Alternative Investment Market in a move likely to 
value the Birmingham-based company at some £15m. 

The group supplies software and services for the design 
and manufacture of complex shapes. Pre-tax profits last 
year were £1.03m on sales of £13. 6m. In 1995 the group 
reported profits of £625.000 - adjusted for a £225.000 
investment in opening overseas offices - on sales of 
£102m. 

Delcam was a management buy-out involving some r0 
employees, from Delta La 1989 for £2m. After the float, 
directors will hold 36 per cent of the shares, employees 49 
per cent and Institutional investors the remainder. 

Mr Hugh Humphreys, managing director, whose 13 per 
cent stake will be worth more than £lm. said the market 
for Delcam’s particular area of computer-aided design was 
growing by 14 per cent a year. The company was expand- 
ing more quickly than its rivals because products were 
kept competitive through up d a tin g and pricing, while its 
international sales network was continuing to grow. 

The company currently haw 60 sales offices in 40 conn 
tries. Proceeds from the float will be invested in increns 
ing overseas marketing and In product development 

Arthur Andersen is the nominated adviser. Charter- 
house Tilney is the nominated broker. 

• Landround, a supplier of travel-based promotions, is 
seeking to float on Aim. Pre-tax profits have risen from 
£71,000 to £362,000 in the past three years, while sales 
have more than doubled to £lm. The market capitalisa- 
tion is likely to be about £5m. Henry Ansbacher Is nomi- 
nated adviser, with WH Ireland the nominated broker. 

Christopher Price 

Goshawk in £35m offer 

Goshawk Insurance Holdings, the Aim-listed Lloyd's 
investor, has made a recommended final offer for Mathe- 
son Lloyd's Investment Trust, valuing the business at 
about £35m. 

It said it already owned 9.6 per cent of Matheson and 
had formal acceptances from shareholders with a further 
40.16 per cent Another shareholder, with 6.9 per cent, had 
said it expected to accept. The deal aimed to create a 
specialist Lloyd's insurance ero up. managing more than 
£115m annual premium capacity. 

Goshawk is offering Matheson shareholders 18 new Gos- 
hawk shares for every 17 Matheson shares. This was 
equivalent to 134p a Matheson share or a near-13 per cent 
premium to the stock’s closing price last Thursday. 
Matheson floated at lOOp in 1994. Shares in Goshawk, 
which floated at HOp last November, closed at 126* ip on 
Thursday, the day before the offer was announced. 

Goshawk is also offering 3Cp cash for every Matheson 
warrant and a partial cash alternative for the stock, 
equivalent to 124.4p a Matheson share. The cash alterna- 
tive is limited to £152m. Goshawk, which includes the 
manag in g agent of Syndicate 102 and the recently-formed 
Syndicate 2021. is making the offer through Raphael Zorn 
Hemsley. its broker. ‘ Virginia Marsh 

Cellnet’s Force costs rise 

Cellnet. the UK's second largest mobile operator, set aside 
£2Sm last year to cover the rising cost of problems with 
its sophisticated new billing system. 

Overall costs for the system. Force, which is a year late, 
have risen from £70m to £95m. Difficulties with the proj- 
ect are believed to have contributed to the unexpected 
departure earlier this year of Mr Howard Ford, CeUnet’s 
former managing director. The project has now been 
rescheduled and is expected to come on stream next year. 

The company turned over £997tn in the year to March 
31, an 8.5 per cent improvement on last year but operating 
profits slipped 1.8 per cent to £227m after the charge. The 
average revalue per customer fell 122 per cent to £343 a 
year chiefly due to a fall in spending from £220 a year to 
£185 a year among low spending customers. 

Average acquisition costs, including premiums paid to 
dealers and retailers, rose 62 per cent to £173 a customer. 

Alan Cane 

Gartmore wins tender 

Yorkshire-Tyne Tees Television has appointed Gartmore. 
the investment management wing of National Westmin- 
ster Bank, to run a £43m bond portfolio. The mandate is a 
specialist brief focusing on UK fixed income securities but 
with an option to invest a tenth of the portfolio in 
international bonds. 

Gartmore won the job in a competitive tender involving 
several other companies. From October 1994 it managed 
the bond portfolio of Tyne Tees Television- This has now 
been combined with the bond portfolio of Yorkshire Tele- 
vision, which bought Tyne Tees far £30m in 1992. 

Gartmore, which manages £56bn. has lost several cli- 
ents this year, including Unilever, for which it invested 
£lbn in assets. Jonathan Guthrie 

Formula One advisers 

Dresdner Kleinwort Benson is believed to have been 
appointed to advise up to four of the 10 Formula One 
teams. The teams, which include Williams and McLaren, 


are negotiating-withWr Bemie Ecclestone wberin tends to 
float his Formula One Holdings company. 

Mr Ecclestone’s family owns FOH. valued at up to 
£l2bn, but the 10 teams share close to half its revenue, 
estimated at £200m this year. Salomon Brothers, the US 
investment bank advising FOH - which markets the 
television rights to the sport - had initially hoped to float 
it next month. Sources said yesterday the flotation, would 
almost certainly be delayed until the aut umn One ana- 
lyst said Kleinwort ’s appointment should make the nego- 
tiations easier. So far they had been on an ad hoc rather 
than professional basis. Virginia Marsh 

Complication for Glaxo drug 

The US Food and Drug Administration has introduced a 
complication In the race to launch a generic version of 
Glaxo Wellcome '5 best-s elling ulcer drug, Zantac, after 
Glaxo's US patent expires on July 25. 

The FDA has given Genpharm, a subsidiary of Merck of 
Germany, exclusive rights to sell ranitidine (generic Zan- 
tac) in the US until August 29 - whereas Glaxo had 
agreed that Novopharm of Canada could sell ranitidine 
from July 10. 

Glaxo said it could not evaluate the effect of the FDA's 
move on Zantac sales. “Because of pending patent 
infringement litigation, and litigation regarding the FDA 
decision on exclusivity, uncertainty exists regarding the 
date a generic product might become available." 

Clive Cookson 

HIT launches rights issue •* 

HIT Entertainment the television distribution company, 
is launching a 2-for-7 rights issue at 270p to raise ES.im 
and has applied tor a transfer from Aim to the main 
market 

The company has developed a catalogue of television 
programmes mainly for the children's and natural history 
markets. Mr Peter Orton, its founder, said the proceeds 
would “enable the company to evolve into a multimedia 
rights owning business." 

In the year to April 1, HIT had pre-tax profits of £1.0im 
(£530,000) on turnover of £Um (£9 4m ). Flextech. the 
broadcasting company, said it would be taking - advantage 
of the rights issue to realise its 23 per cent «f*yVp in, "HPT. 
gain i n g £72m after an initial investment of £625,000 in 
1990. Brokers are Henderson Crosth waite. 


iti 


.{toll s 


* 


■■jtvh 







i 

to 


rr- 




ihn \\ ins 


-t.. 

41* ‘ 


• .*% 


«*«, 


H 


-wrote* 

• ; .Wv gj 


-• -srt. 



■ Cu wish 

np, 
'^unitipj 
; 3inq rtig 

:*■ Uhui 
!S!a - the l 











FINANCIAL TIMES MONDAY JUNE 23 1 997 


s,r 
w ^ 




* i Vj; 




. i.O 


Hi! 


COMPANIES AND FINANCE 


Benetton set to expand in sportswear 


By Paul Betts 
in MRan 

Benetton Group, the quoted Italian 
clothing group, is set to expand in 
the sportswear and equipment 
business while freeing up the fam- 
ily holding company to pursue 
other interests, 

Benetton executives revealed 
that the group is considering the 
purchase of Benetton Sportsystem. 
a subsidiary of Edizione, the hold- 
ing company. 

The asset s wap will enable Edrir 
ione to pursue its diversification 


strategy by bidding for a 5 per cent 
staJke, worth about L200bn (gll&n). 
in Autostrade, the state-controlled 
motorway group due to be ' priva- 
tised this year. 

Mr Luciano Benetton, founder 
and chairman of the clothing 
group, and Mr Carlo Giraldi. man* 
aging ; director, also disclosed in 
interviews that the clothing com- 
pany had teamed up with Deutsche 
Bank to launch its first credit card 
on the Italian market, with the aim 
pf expand ing the service elsewhere 
in Europe. 

A group of four investment 


banks, including EMI of Italy. Salo- 
mon Brothers, SBC Warburg and 
Morgan Stanley, are advising 
Benetton on the asset swap. Pric- 
ing is a sensitive issue in view of 
the poor track record of many.ltal- 
ian companies in dealing with 
minority shareholders. 

Alt h ough a final decision on the 
deal has not yet been taken, Mr 
Giraldi the company 

had examined several possible 
acquisitions, but felt Benetton 
Sportsystem. which has sales of 
LL3O0bn. offered the most attrac- 
tive prospects. 


Benetton has been seeking to 
take advantage of its strong finan- 
cial position to expand through 
acquisition. 

After reporting record net profits 
of L246bn on sales of l££71bn In 
1996, the group has eliminated its 
net debt and expects further 
improvement this year. 

“Revenues are growing 5 to 8 per 
cent a year and income by 10 to 11 
per cent a year as a result of 
improvements in productivity and 
cost controls,’* said Mr Gtraldt 

Benetton has also just launched 
a LSOObn five-year floating-rate 


note, in what appears to be 
a move in preparation for the 
Sportsystem acquisition. Sportsys- 
tem owns several brands, including 
Prince tennis racquets, RoUerblade 
skates, Kastle skis and Nordics ski 
boots, but only 10 per cent of its 
revenues derive from sportswear. 

If the acquisition goes ahead, 
Benetton plans to expand Sportsys- 
tem’s clothing activities, reinforc- 
ing its strategy of focusing on the 
clothing, textiles and sports goods 
sectors. The deal would lift sales at 
the quoted company to L4j300bn a 
year. 


Murdoch on horns of a dilemma 

A new TV guide from Microsoft leaves News Corp chief facing a difficult choice 


E arlier this month, rep- 
resentatives of three 
computer companies 
- Compaq, Intel and Micro- 
soft - went to the office of 
Mr Rupert Murdoch, chair- 
man and chief executive of 
News Corporation, to demon- 
strate one of their latest pro- 
jects. 

It was a top-of-the range 
personal computer - “Full of 
Intel chips'*, says Mr Mur- 
doch - complete with a TV- 
style 36-inch high-definition 
screen and the ability to 
manipulate the picture. 

On this system will be run 
an electronic guide to televi- 
sion programmes provided 
by Mr Bill Gates, the founder 
of Microsoft. Mr Murdoch 
fears that Microsoft's presen- 
tation of the guide will high, 
hght Hs own programmes. 

“I am very worried about 
what Gates is doing. He is 
trying to place himself 
between us and our custom- 
ers and I don't think there is 
a legal way to stop him, " 
says Mr Murdoch, more 
uncertain about the future of 
the media than he was even 
six months ago. 

Before long he has answer 
a more fundamental, more 
global question - should he 
throw in his lot with the 
titans of the computer indus- 
try who are threatening to 
Invade the traditional work 
of television? 

The alternative is to stay 
loyal to those who say the 
television set is not the same 
as a computer, even thongh 
Its functions can be 
enhanced. 





Rupert Murdoch: ‘Gates is trying to place himself between us and our customers* 


The dilemma Mr Murdoch 
now faces is whether to try 
to reach agreement with Mr 
Gates on how News Corp 
channels are treated in the 
new electronic programme 
guide or to -join completely 
different partners trying to 
create a more intelligent 
television set which would 
be cheaper than the com- 
puter industry modeL 
The News Corp chairman 
has set up a working group 
to try to get to grips with the 
issue. “We don't want Gates 
to gat control of our picture 
- that’s the real thing, but It 
may be possible to work out 
some deal," said Mr Mur- 
doch. 


The issue is of particular 
concern in the US, where the 
Australian- American has ' 
just been forced to give up 
his attempts to create his 
own digital satellite plat- 
form, ASkyB. 

Instead of having his own 
systsn, Mr Murdoch had to 
roll his satellite hopes into 
PrimeStar. the existing satel- 
lite television group owned 
by a group of cable compa- 
nies, and be happy to con- 
centrate an being a software 
provider to the all-important 
US market 

T was very depressed by 
ft, but it was a matter of 
discretion over valour," he 
said, not trying to disguise 


that he has suffered a set- 
back. 

Explanations of the cmi ^ of 
the American satellite dream 
have tended to centre on 
bust-ups with his partner Mr 
Charlie Ergen, the founder 
of EchoStar, the satellite 
company. EchoStar is suing 
News Corp for $5bn for 
breach of contract 

Mr Murdoch argues that 
two more fundamental 
issues lay behind the unrav- 
elling of ASkyB: Investor 
resistance on the grounds of 
excessive risk and the fact 
that the project would fed to 
get many good cable chan- 
nels to go on the satellite. 

“We were going to be in 


I calm wins control of Marvel 


By Richard Waters 
in New York 

Mr Carl Icahn, - the US 
corporate raider, has finally 
wrested control of Marvel 
Entertainment from rival Mr 
Ronald Perehnan. 

However, the threat of fur- 
ther legal action has left a 
question over his. ultimate 
success in running the 
famous comic book com- 
pany. 

The two well-known finan- 
ciers have fought one of the 
most hitter takeover battles 
of the mid-1390s for control 
of the now-bankrupt com- 
pany. 

It started when an Icahn- 
led group bought a stake in 
Marvel bonds which were 
secured by Mr Peretaan’s 80 
per cent equity stake in 


the company. 

It was this equity holding 
that Mr Icahn finally suc- 
ceeded in gaining control of 
last week, when US bank- 
ruptcy court judge Helen 
Balick lifted a block that had 
left Mr Perelman at the 

hflhn- 

The move represents an 
embarrassing defeat for Mr 
Perelman, a New York finan- 
cier whose businesses 
Include Revlon, the cosmet- 
ics company. It is also a set- 
back for Chase Manhattan, 
which leads a group of banks 
owed more than $700m~ 
Gbase had backed recovery 
plan for Marvel led by Mr 
Perelman. 

A lawyer for Chase indi- 
cated in court on Friday, 
however, that the bank may 
try other ways to retake the 


initiative. As the bank which 
has provided finance since 
Marvel went into bank- 
ruptcy late last year, Chase 
may have the power to pre- 
vent Mr Icahn from bringing 
in his own partners to 
finance the group. Also, the 
company's bank flnanring 
ultimately gives creditors a 
right to all its assets. 

Despite this, Mr Icahn, 
who was named chairman of 
Marvel, declared victory and 
promised to push ahead with 
his own .financial restructur- 
ing of the company, 

“The bondholders have 
been vindicated,” be said. 
“This is a great day for Mar- 
vel Entert ainm ent and for 
those of us who want to help 
this once great company 
emerge from Chapter ll 
[bankruptcy protection] and 


make the most of its superb 
characters." 

Mr Icahn 's bid for control 
came after Mr Perelman pro- 
posed a restructuring of Mar- 
vel that would have greatly 
diluted the company's 
minority shareholders, while 
leaving himself in control. 

The Icahn group, far its 
part, has proposed a recapi- 
talisation that would allow 
gll shareholders to take part 
in a rights issue by the com- 
pany. . 

It has also said that it 
would repay banks in part 
by giving them control of a 
Fleer and Skybox, the trad- 
ing cards and sticker com- 
pany that Marvel bought in 
the early 1990s and which 
have been one of 
reasons behind its recent 
ffoanrrial difficulties. 
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opposition to the whole 
cable industry. We really 
had to choose: are we a soft- 
ware supplier or a distribu- 
tor. The choice was obvi- 
ously to say we were going 
to be a software supplier," 
says Mr Murdoch. 

The rest of News Corp's 
plans are intact The group's 
conventional US television 
stations, which broadcast to 
40 per cent of the US, “will 
be capable of making jap om 
a year pre-tax". 

The Fox Network, Mr Mur- 
doch forecasts, should this 
year become number two for 
the first time among the 
under-SOs audience. 

Other deals have contin- 
ued to flow. One is the plan 
to buy the LA Dodgers, the . 
baseball team - "They are 
the number one team in 
Japan,” says Murdoch - and 
another is the likely pur- 
chase of International Fam- 
ily Entertainment, which 
owns The Family Channel 

But the one that brings 
the biggest smile to Rupert 
Murdoch’s face is Heritage 
Media, a company few out- 
side the US have heard of It 
distributes discount coupons 
from marbiriBB in supermar- 
kets, and owns a direct mail 
company and number of 
small television and radio 
stations. 

News Corp is paying about 
$700m for it, but he can get 
some of that back by selling 
the broadcasting operations. 
"Heritage is a sweetheart,” 
says Mr Murdoch. 

Raymond Snoddy 


UCI plans 
growth in 
Europe 

By ABce Rawsthom 

United Cinemas Inter- 
national (UCI), the cinema 
chain owned by Seagram 
and Viacom, the North 
American entertainment 
groups, plans to expand into 
Italy and Poland, and to 
launch high-tech IMAX cine- 
mas in Europe. 

Mr Ray Smith, vice- 
president, described Italy 
and Poland as “key market- 
places” for UCI in Europe. 
Its investment there forms 
part of a general strategy of 
expansion in Europe, where 
the cinema sector is much 
less mature thaw in the US. 

The group has secured a 
£280m ($46 3m) facility to 
finance its expansion, 
roughly £2Q0m of which will 
be Invested in Europe. 

Italy is the next target for 
expansion. UCI hopes soon 
to start construction at a 
site in Genoa, with the aim 
of opening a multiplex there 
in 1999. It is now in talks to 
secure four other Italian 
sites, including ones in 
Rome and Milan. 

UCI also has plans to 
develop a cinema chain in 
Poland, after forming a joint 
venture this spring with m, 
the Polish media group. 

In the longer term, UCI 
plans to launch a small 
European chain of IMAX 
cinemas, which use 
advanced projection equip- 
ment to screen specially pro- 
duced films with enhanced 
sound and picture quality. 


IfSlTERNATiONAL NEWS DIGEST ; 

China Everbright 
in HK asset swap 

rhina Everbright, the acquisitive business arm of China's 
State Council, is to take a 20 percent stake in Theme 
International, the Hong Kong-based clothing retailer, as 
part erf an asset swap designed to bolster its retail 
operations. 

Under the terms of a deal announced yesterday, China 
Everbright IHD- Pacific, one of the group's three Hong 
Kong-listed subsidiaries, will sell a 56 per cent stake in its 
retail division to Theme for HK$336m OJS$43.4m) in cash 
and new shares. Theme will issue new shares to China 
Everbright IHD-Paclfic worth HK$3S7.5m and win receive 
an additional payment of HK$5i-5m. 

The deal follows last week's confirmation that China 
Everbright IHD-Pacific would buy a 20 per cent stake in 
Everbright Bank for HK*2.4bn. It comes amid continued 
speculation that the group might buy a stake in Giordano, 
the Hong Kong fashion retailer. Earlier this year, China 
Everbrtght's parent company bought a 7.7 per cent stake 
in Hongkong Telecom, one of the territory's biggest 
companies. John Bidding. Hong Kong 

Cineplex, Loews In talks 

Toronto-based Cineplex Odeon and Loews Theatres of the 
US are discussing a merger that would create one of the 
world's biggest cinema chains. A deal would enable Sony, 
the Japanese consumer electronics group, to take 
wholly-controlled Loews public, while improving both 
groups’ competitiveness against Georgia-based Cannike 
Cinemas, the biggest US chain. 

Loews operates 900 screens at 135 cinema complexes. 
Cineplex, a publicly traded company 42 per cent held by 
California’s Universal Studios, has almost 1,600 screens at 
about 315 locations. 

Cineplex warned in response to reports of the merger 
talks that “no assurances can be given" that a deal would 
be concluded. Among hurdles to be overcome is how the 
combined group would handle releases of films produced 
by two rival studios; Universal and Sony-controlled 
Columbia Pictures. 

Cineplex, which has had a volatile history and remains 
burdened by relatively heavy debt, has been seeking a 
partner for some time to help finance an ambitious 
expansion programme. A planned merger with Cinemark 
USA, a large Dallas-based chain, was aborted two years 
ago. Bernard Simon. Toronto 

Share price set for Eni 

The Italian Treasury has set a maximum price of L9.325 
for its LlO.OOObn ($5.9bn) flotation of a third tranche of 
shares in EnL the state-controlled oil and gas group. The 
offer, involving Lbn Eni shares and an additional 150m 
“greenshoe", or oversubscription, option opens today and 
closes on Friday. 

Eni shares closed at L9.400 on Friday ahead of the 
Treasury’s announcement on Saturday. The final price 
will be the lower of the maximum juice and the market 
closing price on Friday and will include a 3 per cent 
discount Eni employees will be granted a larger discount 
of 4 per cent. The Treasury expects strong demand for the 
latest Eni sale, which will see the government's stake fall 
by a further 14.4 per cent if the greenshoe option is 
exercised, to about 54.7 per cent Paul Betts. Milan 

Comments and press releases about international 
companies coverage can be sent by e-mail to 
irtternationaLc ompani es@ft.com 


This announcement appears as a matter of record only. 
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Cassandra crossing the bull run 
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If there is such a thing as a 
universal investment mantra 
at the moment it probably is 
the statement that “equities 
offer the best returns over 
the long term". 

But it all depends on your 
starting date. As Milton 

Berg, who runs a hedge fund 
called Momentum OS Enter- 
prise, points out. there have 
been very long periods when 
the US stock market offered 
dismal returns. 

In the 45 years from 1929 
to 1974. for example, the Dow 
Jones Industrial Average 
rose by just 03 per cent a 
year, and in the 21 years 
from 1961 to 1982 the average 
annual gain was a mere 03 
per cent. 

The pattern of the last six- 
and-a-balf years is an aberra- 
tion in historical terms. Bun 
markets are traditionally 


shorter - the average length 
is about 19 months - and not 
so pronounced. The trebling 
in the Dow that has occurred 
in the current phase is the 
second strongest this cen- 
tury - lagging only the rally 
that ended in 1923. 

Another way of looking at 
the long term is to examine 
the trend rate of total return 
from the Dow, which works 
out at 93 per cent a year. 
Returns obviously fluctuate 
above or below this line, for 
example spending a long 
period below trend from the 
1930s to the early 1950s. 

Since the mid-1980s 
returns have been consis- 
tently above the trend and. 
cumulatively, are further 
above trend than at any time 
since, you guessed it, 1929. 

Now one can cite any 
number of valuation mea- 


sures which show that the 
US market is overvalued - 
dividend yield, market capi- 
talisation to gross domestic 
product price-to-book - but 
they have one fatal Daw. 
Such signals have been 
flashing red for some time, 
but the US market has paid 
no attention and has kept 
hunting higher. - 

Periods of overvaluation 
can last for some time, but 
the key, Mr Berg believes, is 
confidence. The best time to 
buy stocks this century for 
the long term investor was 
1932. when despair was uni- 
versal and Franklin Roose- 
velt proclaimed that “the 
only thing we have to fear is 
fear itself”. 

Over the subsequent 34 
years, the total return a year 
from the Dow was just shy 
of 26 per cent 


Company results due 




Lonrho 
likely to 
again test 
patience 

The patience of Lonrho 
shareholders is likely to be 
tested afresh when the UK 
company today reports 
results for the six months to 
March 31. 

Investors are anxio us for 
news of the company's over- 
due sale of its Princess 
resort hotels, and of its talks 
about a possible merger with 
JCI, South Africa's first 
black-controlled mining 
group. But they may have to 
be content with a disappoint- 
ing set of figures. Brokers 
expect pre-tax profits in the 
range of £25m-£30m ($49. 5m), 
compared with £58m for the 
same months of 1996, after 


revising their forecasts to 
take into account the compa- 
ny’s profits warning in 
March. 

■ BPB. Europe’s biggest 
plasterboard producer, 
reveals full-year results on 
Thursday, and investors will 
be waiting to hear to what 
extent the strong pound has 
dented the bottom line. They 
will also want to hear how 
much the company has 
expanded its market share In 
the European market. It has 
said it expects market 'pene- 
tration to increase across the 
region aa plasterboard 
usurps traditional brick, 
block and plaster for inter 
nal walls of commercial 
buildings and homes. Ana- 
lysts expect the company to 
report pre-tax results for the 
year to March 31 of £1623tn, 
(J268m) up from ElSLlm. 

■ Berkeley Group, one of 
the UK’s most successful 
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Magazine indicators are a 
well-known contrary signal 
for investors; when a bull or 
bear mar-feyt has been run- 
ning long enou gh to justify a 
cover story, the turn is nor- 
mally about to occur. Peter 
Lynch. Hip hi g hl y successful 
US fund manager, has said 
that when people at cocktail 
parties ignore him, the bot- 
tom of a bear market is near; 
when they ask trim for share 
tips, it is a bull market; but 
when people start giving hhn 
tips, he knows the top is due 

Mr Berg cites, as his sig- 
nal. the confidence of stock 
Index futures traders. Last 
week, 81 per cent were bull- 
ish, the highest level of opti- 
mism in 11 years. 

Furthermore, he says that 
trading volume tends to 
peak about five months 
before a market top; and 
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housebuilders, reports full- 
year results on Thursday 
and comments from Mr Tony 
Pidgley, chief executive, on 
the state of growth in the 
housing market in the 
run-up to the general elec- 
tion will be keenly awaited. 
Last year the company 
announced record pre-tax 
profits for the third year 
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running, and analysts expect 
a farther record this time, 
up from £43.4m to about 
£6&2m ($104m). 

■ Great Universal Stores is 
expected to report pre-tax 
profits of about £565m 
($932m), against £560m, 
when it anno unces final 
results on Thursday. Home 
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ROYAL BANK 

OF CANADA 


Dividend No. 440 

NOTICE IS HEREBY GIVEN 
THAT a dividend of 39 cents 
per share upon the paid-up 
Common Shares of this Bank 
has been declared payable for 
the current quarter at the Barit 
and its branches on and after 

August 22, 1997 to share- 
holder of record at close of 
business on July 24, 1 997. 

By Order of the Board 

Jane E. Lawson 

Senior Vto-AssUanf a Secretory 

Montreal, June 10, 1997 


SOCIETE GENERALS 
FRF ISO 000 000 
936 » BONDS DUE 2004 
with automatic coupon 

Common Code : 3255646 
Sicovam Code : 14439 
According to the lerras aod 
condition* of the Bonds, notice 
is hereby given that 4392 
supplementary Bonds hawe been 
created upon exchange against 
Coupons on account of payment 
of interest. 

New total nominal amount 
ootstanding as of : 23/06/97 : 
FRF 256 580 000 

THE PRINCIPAL PAYING AGENT 


BANK * TRtBTSA -LUXEMBOURG 


ADELAIDE BANK LTD 

US$150,000,000 
Floating Rate Nora due 1998 

Far the three months from 24th 
June 1997 to 23rd September 1997 
inclusive the Notes will carry 
an interest rate of 6.08125% per 

The in t erest amount payable per 
USS 10,000 will be USS155.4I on 
24th September 1997. 

AGENT BANK 
BARQA25MNKPLC 
BGSSDEPOSTIORy SERVICES 

8 ANCEL COURT 
THROGMORTON STREET 
LONDON BC2R7HT 


BARCLAYS 


RHONE-POULENC SJL 
USD 300 000 0OO 
UNDATED FLOATING RATE 
CAPITAL NOTES 
IS IN CODE : FR000SS20252 
Far the period June 20 . 1997 
w .D«*n*er21 1997 the new rate 
has been fixed at fi.625 % P*A. 
Next payment date : 
December 22, 1997 
Coupon nr : 22 
Amount: 

USD 340.45 for ifac 
denomination of USD 10000 
. USD 3 404.51 foe U» 
denomination of USD 100 000 
TREPRINanu. PAYING AGENT 
SOCtCTE GENERALS 
BANK A TJOBTKA.- LUXQ4BOURC 



CONTRACTS & TEMPERS 

Agency for Motorway Construction and Operation 

(the Agency) 

acting by virtue of the Toll Motorway Act of October 27, 1994 (Dz. 
U. [Journal of Laws], No. 127. item 627 as ameodedl invites requests 
fey prequatiScation for 

the concession for the construction and operation of Ota 
motorway A-4 segment 

Wroclaw - Katowice 

(187 km) 

Limited liability companies as well as joint stock companies whose 
seat is in Poland, and whose share capital amounts to the equivalent of 
a minimum of 10 million ECU, may participate in the two stage 
tender process. 

Interested persons can boy tbe “Specification of the Prequalificarion 
Conditions” and obtain supplementary information at tbe Agency's 
office, on working days, between 9.00 am and 4.00 pm. starting June 
23, 1997. 

To receive tbe Specification tbe amount of tbe 12,000.00 (twelve 
thousand) PLN +22% VAT has to be paid to tbe bank account of tbe 
Agency. This payment wiQ be considered to have been received at tbe 
time when it is officially posted to tbe Agency’s account by tbe bank. 


WBK -ODDZLAL H - WARSZAWA. 
oLJASNA 12, 00-003 WARSZAWA 
No 350033 - 22044 - 139 -11 

Address; 

Agency for Motorway Construction and Operation 
00-928 Warszawa 
nL Chain hi nsfc lego 4/6, 
room 106, teL/Tax. 830-05-84 

The prequalifkatian documentation, in Polish (five copies) and in English 
(one copy), with the description: “Autostrada A-4. adcinek Wroclaw 
(wesel Bielany) - Katowice (won el Murtkawska - dokumentaeja do 
kwatifihuyi waepnef. f A-4 Motorway- section Wroclaw (Bielany 
Interchange) - Katowice \Mwdtowska interchange ) - documentation for 
the prequalifiaman) on the ewer, must be received by the Agency not 
later than Sqaantei 19, 1997 at 3.09 pm, at tbe Agency's office, room 
106. Do ann c matio n received after this dare will not be accepted. 

The Agency will notify all prequalification participants of the results of 
the Evaluation Committee's selection. Tbe prequalification results will 
also be published on the rtotice-bomti at the Agency's office in Warsaw. 


PUBLIC 

SPEAKING 

Training and speech 
writing by 

award winning speaker. 
First lesson free. 
Tel: (01 923 852288) 
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New York Stock Exchange 
volume peaked in January. 

He is unimpressed by 
weight of money arguments, 
which cite tbe Qow of funds 
from Institutions and retail 
investors (via mutual binds) 
as being a main support far 
tbe market. He believes it is 
the shea* scale of tbe mar- 
ket's rise which is prompting 
people to invest, rather than 
tbe other way round. 

US household liquid assets 
are a record low as a per- 
centage of total financial 
assets; the peak was readied 
back in 197a when tbe mar- 
ket was about to rally. 

All this leads Mr Berg to 
believe that the bull market 
win not last into 1998. He 
rtiinifc the next bear market 
win be associated, as they 
often are. with a recession. 
Low inflation and interest 


Great Universal Store 
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rates, two of tbe factors 
which have been cited as 
driving the US bun market, 
have been of little help to 
Tokyo, which has been battl- 
ing with deflation for tbe 
last seven years. 

What would be the extent 
of a market fall? Mr Berg 
points out that the average 
bear market has seen the 
Dow decline by 31 per cent 
But there have been nine 
falls of 40 per cent or more. 
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More importantly, from 
tbe point of view of the long 
term investor, he believes 
that over the next decade or 
two, stocks wUl not be the 
best investment, as returns 
revert to the mean. 

He is not that enthusiastic 
about bonds in the short 
term, however, and thinks 
that the best investment at 
the moment is cash. 

It Is always possible to 
find someone willing to play 
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shopping is expected to 
dominate the results with 
the UK group likely to show 
a rantirmlng decline in this 
core business. Investors will 
be hoping for some indica- 
tion from Lord Wolfson of 
Sunningdale, the nbairman. 
that GUS has a grand plan to 
halt the erosion. However, 
given his past cautious 


comments, an immediate 
solution is unlikely. 

■ First Choice, the UK’s 
third largest package holi- 
day company is expected to 
report first-half pre-tax 
losses to April 30 of between 
£21m and £24m (539.6m) on 
Thursday. Improved UK 
profits are expected to be off- 
set by greater losses than 
last year in Canada. 
Although the outlook for tbe 
summer is good, Mr Peter 
T-nng . group manag in g direc- 
tor, is likely to damp over- 
enthusiasm by being cau- 
tious about the impact of 
building society windfalls on 
package holiday sales. 

■ Wessex Water rounds off 
the UK utility reporting sea- 
son on Wednesday. Hie Bris- 
tol-based group is expected 
to announce an increase of 
some 10 per cent in annual 
pre-tax profits to between 
£146m and £151m (5249m) 


share capital reconstruction 
earlier this year has made 
dividend forecasts more than 
usually diverse. Panmure 
Gordon, the house broker, is 
expecting a 15 per cent 
increase to 17.5p in a “steady 
as she goes” policy in tbe 
run-up to file Budget 

■ Asda’s growth strategy is 
expected to come under scru- 
tiny when it reports final 
results on Thursday. Inves- 
tors may question the risks 
inherent in moving away 
from the traditional food on 
offer to non-food products 
such as clothing, and 
whether the UK group is 
focusing on boosting under- 
lying sales densities in the 
core business. Forecasts are 
for profits of about £345m 
($569m). against £3 02m. 
before exceptional . 

■ First Leisure will report 
on Tuesday its first set of 
results under Mr Michael 


Cassandra at any stage of 
the cycle and Mr Berg, who 
in the past has worked at 
Oppenhtdmer and for Mich- 
ael Steinhardt. Is as likely to 
be wrong as the next man. 

But there has been talk 
recently that non-US inves- 
tors. bearish about Wall 
Street for much of the bull 
run. are finally giving up 
and piling into US stocks, if 
ever there was a sell signal, 
that ought to he it. 


Grade, who took over from 
former chief executive Mr 
John Conlan as executive 
chairman this month. The 
diversified LHC leisure group 
is expected to report flat 
underlying profits of about 
£16.5m <$2?m). against 

El 6.4m. for the slx months to 
April 30. Analysts are cau- 
tious as they await the 
results of the company's 
largest ever investment 
programme to come through. 

■ Venddme Luxury Group 
is expected to report on 
Tuesday annual pre-tax prof- 
its of SFr-l98m <$346.3ra) 
against SFr471.6ra previ- 
ously. Analysts will be 
looking for a recovery from 
the Japanese region, as well 
as progress in western mar- 
kets where a slow but steady 
consumer revival has been 
under way. Some 70 per cent 
of Venddme shares are 
owned by Richemont, the 
Swiss holding company. . 


INTERNATIONAL EQUITIES Byj/meirqw FistTer and Michaei Undemann 

ProSieben beams to market 


ProSieben, the German 
television broadcaster, is 
coming to market with a 
share issue that has aroused 
strong interest among inves- 
tors and is expected to raise 
more than DM1 bn. 

Munich-based ProSieben 
will be the first German tele- 
vision company to issue 
shares to the public. Ana- 
lysts' estimates of the price 
range from about DM60 to 
DM70 or more. The range 
will be set today when the 
bookbuilding process of 
assessing investor interest 
begins. 

The company is issuing 
17.5m preference shares; the 
voting stock wOl remain in 
the hands of Mr Thomas 
Kirch - son of Mr Leo Kirch, 
the film and television media 
m ag n a t e - who wifi hold 60 
per cent and Rewe. the 
Cologne-based retailer. 

The issue is being handled 
by a consortium led by BHF- 
Bank, Bayerische Hypothek- 
en-und Wechsel-Bank and 


Salomon Brothers, the US 
investment bank. As well as 
Germany and the rest of 
Europe, shares will also be 
offered in the US to qualified 
institutional buyers. 

The issue is large by Ger- 
man standards, although 
dwarfed by last November’s 
DM20bn offering by Deut- 
sche Telekom. 

ProSieben is Germany's 
third largest commercial 
television broadcaster with a 
13 per cent share of tbe mar- 
ket. Among viewers below 
50. the most relevant group 
for advertisers, it was nar- 
rowly in first place. Its net 
advertising revenues were 
DML64bn, or 24 per cent of 
the total in German televi- 
sion. 

Turnover last year rose 15 
per cent to DM1.69bn, with 
pre-tax profits 59 per cent 
higher at DM1 78m. according 
to the prospectus. Net 
income showed a 76 per cent 
rise to DMl69m. The sharp 
rise in profits partly reflects 


the costs incurred in 1995 of 
acquiring Kabel 1, the 
smaller of the company’s 
two channels. 

Analysts at Bayerische 
Vereinsbank said ProSie- 
ben’s pre-tax return on turn- 
over of more than 10 per 
cent made it Germany's 
most profitable television 
company. However, they 
pointed out that the close 
links with Mr Leo Kirch, 
whose film library provides 
much of ProSieben’s pro- 
gramming. involves risks as 
well as opportunities. This 
view is shared by other ana- 
lysts, especially in view of 
the financial strains put on 
Mr Kirch by his involvement 
in digital television. 

Analysts have also 
suggested that ProSieben 
will be an attractive stock 
because advertising expendi- 
ture in Germany has been 
growing significantly faster 
than the economy as a 
whole. However, they point 
out that the stronger growth 


rates - particularly for tele- 
vision adverting, which 
increased 8.8 per cent last 
year - means that ProSieben 
will face strong competition 
from rival channels like RTL 
and SAT.L 

They also warn that 
because of the structure of 
the German economy televi- 
sion advertising Is unlikely 
ever to represent as large a 
share of total advertising 
spending as it does else- 
where in Europe. 

"Print-based advertising 
comprises over 70 per cent of 
total advertising in Ger- 
many, which puts it among 
the highest in Europe,” said 
a Salomon Brothers report 
on ProSieben. 

"We believe this is partly 
due to cultural and economic 
differences which exist 
between the regions of Ger- 
many. A national advertis- 
ing medium can' only' make 
limited attempts to address 
such regional differences ," 
the report said. 
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15824 

19380 

196.80 

232 

1.44 

Hong Kong (88) . — 

538.38 

03 

480.78 

388.74 

48229 

533.16 

5.9 

2^3 

Indonesia (27) 

24787 

33 

221.47 

170.07 

222.49 

36339 

11.4 

1^2 

Ireland (17) 

349.88 

34 

313.60 

253J7 

315.05 

328.74 

ISA 

3S0 

Italy (59) .... 5585 

145 

8300 

60-54 

8340 

121^6 

230 

LOS 

Japan (485) 

136.93 

31 

122.74 

9924 

12320 

9324 

4^ 

079 

Malaysia (107) 

525.30 

-126 

47087 

380.73 

47303 

50376 

-13.3 

1.34 

Mexico (27) 

— 1682.64 

29.7 

141363 1147.07 1425.18 13769.50 

31.1 

1J5 

Nethertand (19) 

397.83 

134 

35360 

28824 

35324 

35378 

333 

230 

New Zealand (14) 33.13 

15 

8348 

67 JO 

8388 

72.16 

43 

3 38 

Norway (41) 

308.80 

4.4 

27362 

223.67 

27739 

304^9 

139 

2.02 

Phippinaa (221 

170.71 

-132 

153.02 

123.73 

153.72 

224A2 

-15S 

0S3 

Stagapora(42) 

381/44 

-93 

341 SI 

27348 

343.48 

25088 

-73 

1^1 

South Africa (44) — 

. — 556,14 

11.8 

319.23 

258.12 

320.70 

351.06 

73 

2-46 

Spain (35) — 

.281.37 

139 

23A2S 

189.44 

23338 

289.30 

33.0 

233 

Sweden (4fl) 

469.06 

113 

42045 

339.97 

422.30 

53754 

26.1 

1^2 

Switzerland (35) — 

311X27 

30.4 

276,53 

225.45 

280.11 

27738 

339 

1^0 

Thailand (43) 

4QA4 

-48A 

44.32 

3523 

44^2 

49JJ5 

-47.8 

325 

United Kingdom (212) —300.08 

30 

268.98 

217.49 

27022 

26398 

9.6 

378 

USA (847) 

383.96 

206 

32624 

263.79 

327.74 

36396 

20 3 

1.69 

Americas (816) ... 

-332.73 

205 

29325 

241.16 

29362 

28032 

203 

1.66 

Europe (726) 

26748 

1T.8 

239.76 

19327 

240.87 

24737 

S'iZ 

2.60 

Nondte (ISO) 

400.84 

105 

35930 

290.52 

38025 

39329 

24.9 

1/85 

PBdfle Basin (882) 155.82 

4.7 

139,50 

112.79 

140.14 

11390 

4D 

126 

Euro-Pacific (1608) . 

20230 

8.5 

18124 

14363 

182.17 

164/45 

131 

1.99 

North America (759) 

354.37 

201 

317.65 

25384 

319.11 

353.77 

202 

1.70 

Europe Ex. UK (514) 

24333 

15D 

21311 

17336 

21312 

23007 

234 

1J6 

Pacific Ex Japan (3971 -317.03 

0.6 

284.17 

229.77 

285A8 

27360 

2/4 

2.68 

World Ex US (1821) 

20531 

9.1 

184.57 

14924 

185.42 

171.18 

13.5 

1S8 

World Ex UK (2258) 

252.00 

15£ 

225.88 

182,64 

22392 

222.02 

17.4 

1.64 

World Ex Japan (1983) _317.4fl 

130 

234.58 

23310 

28389 

307JI7 

19 3 

£05 


21127 

173.90 

220.84 

577.66 

21102 

34921 

299.05 

204.65 

194.09 

510.63 
366.86 
326.15 
119.82 

9924 

510.68 

13517.82 

351.41 

71.77 
304.03 

226.64 
252.36 
350.56 
285.54 

537.64 
275.43 

47.78 
272.00 
383-82 
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MARKETS: This Week 


NEW YORK By Richard Tomkins 


US markets have been riding 
high amid strong corporate 
profits growth and inflows of 
economic data indicating 
tha t inflationary pressures 
in the economy are not as 
great as had previously been 
feared. 

On Friday, the Dow Jones 
Industrial Average rose 19.45 
points to a new closing high 
of 7,796.51 and. yields on 
government securities were 
at their lowest in Dour 
months: at the end of the 
day, the price of the 30-year 
long bond was up & at 99£, 
taking the yield down to 6.66 
percent 

Analysts seem to be taking 
an optimistic view of the 
outlook for equities and 
bonds. Equities are being 
pushed ahead by increasing 
optimism about the outlook 
for profits growth and 
receding fears of inflation. 

Mr Ralph Acampora. 
analyst with Prudential 
Securities, has raised his 
year-end estimate for the 
Dow Jones Industrial 
Average from 8J250 to 8,750, 
and expects it to reach 10,000 
by June next year. 

Bands are also benefiting 
from the inflation outlook as 
investors become 
increasingly confident that 
the Federal Reserve will not 
see a need to push up 
interest rates when its open 
market committee next 
meets on July l and 2 . 


Benchmark yield curve (%)* 
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Dow Jones Industrial Average 
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Influential statistics due to 
be released this week 
include the Conference 
Board’s consumer 
confidence index tomorrow 
and the University of 
Michigan's consumer 
sentiment index on Friday. 
Both are expected to show 
that confidence remains 
high. 

However, the report on 
durable goods orders due out 
on Wednesday is expected to 
show that orders rose by a 
reassuringly modest 05 per 
cent in May. 


LONDON By Philip Coggan 


The UK equity market took 
a battering last week, with 
the FTSE 100 index falling 
on every day as investors 
reacted to reports that 
dividend tax credits would 
be abolished in the Budget 
and that consumer demand 
was accelerating. 

With his first Budget only 
nine days away, investors 
are likely to continue to he 
nervous about the tax 
proposals of Mr Gordon 
Brown, the chancellor. 

In the absence of 
si gnificant economic 
statistics, investors will have 
to search for alternative 
confirmation of the sharp 
growth in retail sales 
announced last week. 

The results of Harvey 
Nichols, Asda and Great 
Universal Stores will be 
pored over, as win the 
chairman’s statement at the 
annual general meeting of 
Sears. 

Some analysts were 
fearing last week that the 
monetary policy committee 
would raise base rates by 
half a percentage p aint when 
it next meets to head off 
inflationary pressures 
prompted by a consumer 
boom. 

Mr Corey Miller of Credit 
Lyonnais T-»ing is sticking to 
his end-year forecast of 4,450 
for the Footsie, saying that 
budget and interest rate 
risks and the effect of 
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Aluminium row to resurface 


The row about the 6 per cent 
tariff on primary aluminium 
imports charged by Euro- 
pean Union countries is 
almost cer tain to bubble up 
again today at the second 
annual aluminium confer- 
ence organised by the Finan- 
cial Times and the CRU 
International consultancy. 

Mr Jean-Pierre Ergas, 
executive vice-president 
Europe at Alcan Aluminium, 
the Canadian group that is 
the second-biggest producer 
of the light metal, is bound 
to raise the issue. 

Alcan, and other UK-based 
producers, broke ranks with 
their European colleagues in 
October by calling for an end 
to the tariff, which is 
charged an about 60 per cent 
of the aluminium imported 


by EU countries. They 
pointed out that the EU 
imports about half of its pri- 
mary aluminium require- 
ments and suggested impor- 
tant users such as the 
packaging, automotive and 
aerospace industries were 
less competitive because 
they had to bear the brunt of 
thu tariff. 

Gulf aluminium producers, 
who account for about 20 per 
cent of the world market, are 
also pressing for the removal 
of the tariff 

The European Aluminium 
Association, however, con- 
tinues to defend the tariff. 
“There could be irreversible 
har m to the European indus- 
try if it was removed,"' 
insists Mr Bernard -Legrand, 
the association's chairman. 


“it is a partial but fair buffer 
to help compensate the 
European industry for the 
disadvantages we suffer on 
currencies and our geo- 
graphic position.” 

These arguments apart, 
the outlook for aluminium 
seems bright. Mr Nick 
Mason of GRU, sug g est s that 
global consumption this year 
will rise by 5 per cent to 
18.4m tonnes and there will 
be a supply shortfall of 
about 120,000 tonnes. Never- 
theless, CRU predicts three- 
month prices will drift lower 
to end the year in the 
US$1 .500 to $1,600 range. 

Next year consumption is 
likely to rise by 3 per cent to 
l&9m tonnes and supply and 
demand should about bal- 
ance, says Mr Mason. 


sterling’s strength on 
corporate gamings made the 

ftirtiiampntal OUtlOOk hi g hl y 

uncertain. 

For thg moment, flip 
equity market is still being 
given some support by gilts, 
which have been lifted by a 
buoyant international bond 
market and by the 
continuing afterglow of the 
decision to let the Bank of 
England set interest rates. 
The yield on the 10-year 
issue is still around a third 
of a point below its level 
before the election. 


Leading bourses start a 
week of limited corporate 
news at or near their 
all-time peaks. 

PARIS 

French shares ended annt-hgr 
volatile week with net 
losses. Sentiment took its 
cue from the prevailing 
political breeze and in 
mostly nervous, low-volume 
trading the tiding CAC 40 
index lost ground. Most bro- 
kers expect political events 
to continue to dictate direc- 
tion. 

Last week’s government 
policy statement far from 
clearing the air, has effec- 
tively added to investors 
doubts about European mon- 
etary union. The public 
finances are “serious” said 
prime minister Lionel Jospin 
on Thursday, in a speech 
that underlined his govem- 


FRANKFURT By Andrew Fisher 


Close watchers of Germany's 
DAX index of bine chips 
have b^d to get their ”i; h | g 
ever higher in recent months 
as new records have steadily 
been achieved. On Friday, it 
finally edged over &80Q, 
although it closed slightly 
below this level. 

This was despite the 
“triple witching” expiry of 
DAX futures, DAX options 
and stock options. 
Commerzbank said 4j000 was 
possible if interest rates 
remained at present levels 
and the doflar stayed around 
DM1.70. 

T-andpshank Rh oinland - 

Pfalz said the upward trend 
nr. tVip German stock market 
remained intact Although 
the economy was still 
hesitant, hopes were, 
justified that domestic 
demand would soon match 
that from abroad. It cited the 
latest business sentiment 
index from the Ifo economic 
research institute - showing 
a rise in May in west 
Germany to 95J from 94.7 in 
April - in support of this. 

This week, a new 
milestone will be passed in 
the German market, with 
the issue of around DMlbn 
worth of shares by Pro 
Sieben. This is the first 
television company to be 
listed in Germany and one of 
the few media stocks in 
Europe. The price range will 
be set today using the 
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book -building method, with 
analysts es tima ti ng 
anything from DM60 to 
DM80. On Thursday, 
Deutsche Telekom will bold 
its first annual meeting as a 
quoted company since its 
DM20bn issue in November. 

On the bond market, 
uneasiness about the single 
currency after the French 
election and the German 

government's unsuccessful 
attempt to revalue its gold 
reserves to help meet the 
Maastricht criteria caused 
some Jitters. 


TOKYO By Gwen Robinson 


After digesting the results of 
the G7 Denver summit and 
bad news on Japan's soaring 
trade surplus, markets are 
likely to remain sluggish in 
the first half of the week. 
Investors are expected to 
stay on hold for the 
mid-week pohUeation of the 
Bank ofJapaffgquarteriy 
-tankan" survey of business 
conditions, tor clues on the 
direction of interest rates. 

Japanese government 
bonds rose at the start of 
last week in expaction that 
the tankan would show 
weak business sentiment 
and erase speculation about 
a rise in fte official discount 
rate from its currant low of 
0.5 per cent. Equities, 
meanwhile, advanced on 
hopes that the dollar had 
stabilised against the yen 
and solid foreign buying. 

But both bond and equities 
markets lost momentum 
lata* in the wade on renewed 
exchange-rate turbulence 
and uncertainty over the 
Impact of the Denver 
summit on currency 
markets. News that japan's 
May trade surplus more than 
tripled from a year earlier 
added to concerns about 
increased US-Japan trade 
friction. 

p/f ' fyrwikt ^ predict tin* 
tankan will be weak overall, 
although business conditions 
among large manufacturers 
and non-manufacturers are 
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ment’s commitment to 
restrictive labour markets 
and state control of industry. 

Many brokers feel the cor- 
porate restructuring story 
that drove share prices 
sharply higher e ar lier in the 
year is now a dead duck. “It 
looks as if restructuring 
hopes are rapidly r unning 
out of credibility. The 
emphasis is on preserving 
jobs”, said one analyst 
In this respect, this week's 
first post-election survey of 
business confidence will be 
of added interest The corpo- 
rate focus is likely to remain 
on LVMH, which spent 
much of last week busily 
buying shares in Grand Met- 
ropolitan. On Friday's it was 
said to hold 629 per cent 
The luxury goods leader, 
which has a 14 per cent 
stake in Grand Met and 
extensive trading links, is 
determined; to change the 


shape of GrandMet’s plans to 
merge with G uinn ess 

MILAN 

The next round in the priva- 
tisation of energy giant Eni 
promises to keep Italian 
equities bubbling: Driven by 
Emu hopes and strong 
bonds, the bourse has been 
Hitting record highs lately 

but ggntlmpnt has alsn been 

bolstered by talk of a rapid 
take-up up of the Eni shares 
coming on offer. 

Applications open today 
and extend until Friday but 
may well close early. The 
issue, reducing the govern- 
ment stake in Eni from 69 
per cent to 57 per cent, is 
valued at around $L3bn and 
is the biggest equity offering 
to be staged in Milan. After 
the issue, Eni will account 
for some 16 per cent of total 
bourse value. -■ 


Eni, Europe’s second larg- 
est natural gas company, 
was suitably upbeat at last 
week's pre-issue roadshow. 
The management cited 
strong market segments and 
rising returns on capital 
employed as the group 
headed towards a target of 
14 per cent 

HONG KONG 

Bullish brokers expect the 
stock market to sweep still 
higher this week: the last 
before Hong Kong reverts to 
Chinese sovereignty, writes 
Louise Lucas from Hong 
Kong. 

On Friday an unprece- 
dented wave of liquidity - 
HK$26.6bn, much of which 
was repented to have come 
from China - drove the 
benchmark Hang Seng Index 
to a record 15,154. up 4.5 per 
cent on the day. 


expected to show an 
improvement despite the 
negative effects of the April 
1 rales tax increase from 3 to 
S per cent and the yen's 
appreciation. Even a 
mediocre outlook, however, 
will hit JGB prices and drive 
up yields. 

In equities, the Nikkei 225 
Average is expected to hover 
around the 20.000 level as 
stocks maintain their recent 
see-saw movement between 
continued buying by foreign 
investors and profit-taking 
by domestic institution. 

'. . >'■ ' 5 . 

A mix of handover eupho- 
ria. backed by mainland 
money flows and speculation 
of further stake-buying by 
China companies in Hong 
Kong corporates, is expected 
to continue this week. The 
Hong Kong stock market is 
closed most of the following 
week for public holidays to 
mark the July 1 handover. 

Views on the immediate 
outlook for the market arc 
polarised. Some brokers are 
decidedly bullish, looking for 
the Hang Seng index to 
breach the 16,000 level by 
mid-July. 

However, there is no short- 
age of brokers taking a more 
sober view, pointing to 
uncertainty in the property 
sector - spiralling house 
prices are to be an early 
issue addressed by the uew 
government - and a clamp- 
down on stock market specu- 
lation in China. • V. - 1 -•/ 


Sentiment shows shift towards the dollar 


The dollar could be due a 
comeback this week, many 
traders believe. Last month 
the US currency lost nearly 
12 per cent of its value, hit 
by hints that Japan might 
raise interest rates soon and 
by growing tensions between 
Washington and Tokyo over 
the soaring Japanese trade 
surplus. The yen has jumped 
to just below YU5 against 
the dollar, from Y127 in 
early May. 


But in the second half of 
last week the dollar crept 
upwards, and sentiment may 
be shifting further its way. 
The G7 summit that ended . 
In Denver yesterday said 
Japan should reduce its sur- 
plus by stimulating domestic 
demand, not by further 
strengthening the yen. 

And this week any resid- 
ual belief in a Japanese rate 
rise could fade. Already, the 
money markets are pricing 


in just a 25 basis point rate 
Increase by the end of the 
year, to 0.75 per cent 
Tomorrow the tankan. the 
Bank of Japan’s quarterly 
survey of domestic business 
sentiment, is expected to 
show a flat or “zero” reading 
for June. The consumption 
tax increase slowed the econ- 
omy in the second quarter, 
and some exporters may 
already be suffering from the 
yen’s rebound. 


British exporters are 
already familiar with the 
problem of a strong cur- 
rency. The pound rose fur- 
ther feist week, and UK trade 
data on Wednesday and bal- 
ance of payments figures on 
Friday are forecast to show a 
bleak picture. 

Away from the major cur- 
rencies, the markets will be 
teen to find out whether Mr 
Thanong Bidaya, the new 
Thai finance minister, is 


willing to devalue the baht 
Thailand's currency has 
come under heavy pressure 
in recent weeks. 

Another man with the 
markets* ear is Mr Lionel 
Jospin, the new French 
prime minister. Does France 
want to meet the fiscal crite- 
ria for Emu? Mr Jospin has 
said little as yet, leading 
many to assume that he 
favours an Emu with many 
entrants and lax rules. 
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1 CROSS BORDER M&A DEALS 

BIDDER/INVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 

Gencor (SAJ/QN1 
(Australia) 

Merger 

Mining 

5870m 

Nickel 

reshaping 

BT Industries (Sweden) 

Raymond (US) 

Heavy 

vehicles 

5373m 

Debt & rights 
to finance 

Rank Group (VZ) 

Bums PHtp (Australia) 

Food • 

Si 50m 

Investment stake 

Sabit-Gobaln (France) 

Unicom (UK) 

Abrasives 

$141m 

Agreed bid 

Brftax International (UK) 

Budarus Se6 (Germany) 

Aircraft products 

5120m 

Creates world No 2 

BankAmerica (US) 

Hortex (Poland) 

Food processing 

528m 

EBRD-finked buy 

Clyde Blowers (UK) 

CV Sootblowers (US) 

Cleaning equlpmt S12-2m 

Paper & cash buy 

Glaxo WeBcoma (UK) 

Spectra Btomedcal (US? 

Pharmaceuticais 

S8m 

Genetics study 
■ move 

Plysu (UK) 

Iplast (Spain) 

Packaging 

$7m 

■ Bottle buy 

Phimps (Netherlands)/ 
Lucent Technologies (US) 

Phillips Consumer 
Communications (JV) 

Telecoms 

products 

n/a 

.Crucial cord- 
less move 


FT GUIDE TO WORLD CURRENCIES 
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i Him wftars they era shown to be otherwise. In some css 
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on Friday, June 20, 1997 . In some coses the rate is nominal. Market rates are the average of buying and rafing 
‘ rates have been calculated tan thoee erf foreign curren ci e s to which they are tied. 
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EMERGING MARKETS By Louise Lucas 




Hong Kong finds hero in China 


Hoars after the Hong Kong 
stock market closed at an 
all-time high on Friday, 
ffriina moved to tighten con- 
trols over the mainland- 
backed companies at the 
forefront of recent rallies. 

The new rules, which 
restrict overseas listings and 
asset injections from parent 
companies, will cool a highly 
speculative sector of the 
market but is unlikely to 
drain away all enthusiasm, 
brokers say. 

Beijing acted as Hong 
Kong's stock market, prepar- 
ing to operate under the Chi- 
nese flag next week, has 
seen share prices galloping 
northwards. 

The Hang Seng Index 
closed Friday at a record 
15,154.36 on unprecedented 
turnover of HK$26.6bn amid 
speculation that China’s 
shopping trip among Hong 
Kong corporates is not over. 

For many brokers, the 
growing influence of Ghlna 
Inc In the Hong Kong stock 
market and the economic 
ties with the mainland are 
reasons enough to classify 
Asia’s second-biggest market 
as emerg in g 

Templeton Franklin 
Investment Services (Asia) 
says Hong Song also lacks a 
full range of sectors - until 
the arrival of mainland com- 
panies the market was 
almost exclusively banking, 
property and light Industry 


- and is very volatile. “But 
the big thing is, it’s going 
back to China,** the fond 
management house says. 

As it sits at the crossroads, 
r.htna is proving the mar- 
ket’s hero - providing liquid- 
ity and inspiring investor 
confidence. The bogeyman is 
property, the biggest post- 
handover uncertainty. 

“There are two markets: 
red and blue,** says Mr 
Archie Hart of BZW Asia. 

Most money is Phasing the 
former: the mainland-backed 
companies, dabbed red 
chips, have seen share prices 
rise an average 40 per cent 
this year. Many have dou- 
bled or tripled in value. 

But as Mr Hart points out, 
their share prices have 
jumped on the back of 
liquidity, generally from 
China, arid sentiment Valu- 
ation models, he says, might 
as well incorporate “eye of 
newt leg of toad and web of 
spider - it’s totally devoid of 
anything to do with assets or 

f imHawiflflbflla ". 

Blue chips, in contrast, 
have performed sluggishly at 
best and a number of broker- 
ages are now trimming their 
weightings. 

Brokers note that while 
the Hang Seng Index lias 
risen 13.68 per cent so far 
this year, much of the gains 
accrue to HSBC Holdings - 
which major Asian indices, 
such as that run by Morgan 


Hong Kong 


Hang Seng Index (’000) 
16 £' 1 — 
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Stanley, preclude on the 
basis that it is a UK stock. 

Merrill Lynch points out 
that there have only been 
two other big winners this 
year: Hongkong Telecom, 
which has risen 50 per cent 
on anticipation of the ffoina 
deal which finally emerged 
earlier this month, and 
China Light and Power. 

CLP, the territory's big- 
gest electricity provider, has 
also benefited from main- 
land participation: since Bei- 
jing’s main investment 
agency took a 20 per cent 
stake in the utility in Janu- 
ary. the share price has 
climbed 33 per cent 

Mr Adrian Faure. head of 
Hong Kong and China 
research at Merrill Lynch, 
says weak support for the 
in day itself is further under- 
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Weak on week movement Month on month movement 
Actual Percent Actual Percent 

Year to date movement 
Actual Percent 

World (448) 
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+457 
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+28.11 

Latin America (123) __201.14 
Europe 

+e92 
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+57.64 

+40.17 
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83.70 
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-14^1 
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Europe (129) 

Asia 
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+1850 

China (27) 
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+451 
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Indonesia (30) 

164.34 

+3.14 

+155 
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Korea (23) 
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-2.03 

-2.10 
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Malaysia (24) 
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Pakistan (13) 
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+3357 

+1356 

-3758 
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Taiwan (31) 

223.15 

+1756 
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Thailand (29) 
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Asia (193) — 

-213.47 

- +5.1 B 
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- +6.66 

-4.10 

-1.89 


flt Mem In S am*. January 7ft 19B2n10a Source: NQ BartiQ SoaifUes. 


lined by the pattern of trad- 
ing volumes. 

“While the market is see- 
ing record daily trading vol- 
umes of HK$15bn-g20bn, 
turnover in HSI constituents 
has recently only accounted 
for about 30 per cent of the 
total compared with almost 
60 per cent in 1996," he says. 

The reason for this is prop- 
erty, which accounts for 
around 40-50 per cent of the 
stock market 

“There is one thing that 
definitely changes after the 
handover and that’s the land 

policy- The big risk factor is 
how different will it be. and 
bow much land is released. 
That matters far mare to the 
Hong Kong market than how 
the Legislative Council is 
elected,” says Mr Hart 

One of the major spurs for 
rocketing home prices in 
Hong Kong - where a tiny 
two-bedroom flat costs some 
HK$2.5m - has been the 
trickle of land released in 
recent years. 

Mr Peter Chur chouse, 

managing director at Mor- 
gan Stanley Asia, notes that 
the number of new flats 
wrniing an line dropped from 
an annual 32,000 - 35,000 in 
the late 1980s to 19,000 last 
year and 21.000 this year. 

“Quite frankly, this gov* 
ernmsit has cocked it op. 
The dripffeed system of land 
supply is out of keeping with 
the economic and demo- 
graphic demand,” he says. 
Hong Kong's population is 
swelling with the annual 
arrival of over 61,000 Chi- 
nese immigrants. 

As such, he reckons the 
incoming government will 
content itself with increas- 
ing supply rather than try- 
ing to quell demand - for 
example by imposing a capi- 
tal gains tax - and that 

prices Will Still Show annual 

rises of 10-15 per cent 

Beyond ushering in a new 
land policy, the change of 
flags fluttering over Hong 
Kong is unlikely to impact 
on the direction of the stock 
market in the near term. 
The red chip fervour, which 
provided a capitalist meta- 
phor for the final months of 
British rule, had already 
shown - < rigns of waning amid 
efforts in Bejjing to damp 
down on domestic stock mar- 
ket speculation. 
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A, we enter a period of significant 
change, this one day conference 
organised by the FOREIGN BANKS 

and Securities Houses 
Association represents a rare 
opportunity to hear senior members 
of the international banking 
community discuss key strategic 
issues including: 

The London Banking Survey - A presentation and 
debate of the key findings of an extensive study, 
undertaken by Ddoitte & Touche, into die foreign banking 
community’s activities in the United Kingdom, with special 
emphasis on strategic issues. 

Monetary Policy In Europe - Quo Vadis - Senior European 
central bank governors give their views and debate the future 
directum of European Monetary policy. 

"What Service - Which Bank? - Key institutional users paint 
their model for die future of banking services. 

The conference fee for attendees will be ,£275.00 (+ VAT) for FBSA members and £375.00 
(+ VAT) for non-member places for das importan t event are soiedy limited. 

For further information please complete the form below and either send or fax it to: 

Tim Kingham , Gommuni cations P a it a c n faip (FBSA Secretariat), 

29 John Adam Street, London WC2N6HX. Fax No (+44) 171 930 3632. 

Opportunities aba exis for exhibitors and sponsors of selected activities on the day. Ifyoo 
would like forth* information, please tick the tdevanr box on the cocpon below. 


in celebration of its 
5 Gift Atmirasnry, the 
Foreign Banks and 
Securities Houses 
Association (FBSA) 
:.>• pf eased to announce: 


□ I would Elu feather information on «H» conference 

O I would fike Gather information on exhibition/ sponsorship opportunities 
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KfTERNATiOtUL BO«*&By B*«ard Luce 

Strong demand 
continues for 
dollar assets 


10-yw benchmark bond yMs 

Peccant 


UK * - - ‘ ttafy 
i Germany ---- Span 
Franca ■" — US 
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Far the second time in a 
month, international dollar 
bond issuance hit record lev- 
els last week, with investors 
showing a dear preference 
for the greenback. Strong 
demand for dollar assets 
prompted borrowers to issue 
almost $L5bn In new bonds. 

With the exception of a 
DM50Qm issue by China last 
Thursday, the D-Mark and 
other leading European cur- 
rencies barely got a look 
during the week. 

“1127681018 are clearly re- 
w li ghting their portfolios in 
favour of the dollar,” said a 
syndicate manager at Deut- 
sche Morgan Grenfell. “All 
of Europe's core currencies 
and the Japanese yen have 
been ceding ground.” 

The p rop ortion of interna- 
tional bonds denominated in 
US dollars has risen to 52 per 
cent this year from 47 per 
cent In 1996 and 41 per cent 
in 1995. according to Deut- 
sche Morgan GrenML 

Apart from sterling; which 
has seen its share of the 
market rise from 5 per cent 
to 12 per cent since 1995. all 
other European currencies 
lost ground in that period. 
The D-Mark. Europe's most 
popular currency, has seen 
its share fall from 17 per 
cent in 1995 to 10 per cent so 
far this year. 

Analysts say the shift 
towards dollars is likely to 
continue far the foreseeable 
future, with worries about 
European monetary union 
underpinning the trend. 

Jitters about the credibil- 
ity of the euro are unlikely 
to subside between now and 
its scheduled launch in Jan- 
uary 1999. This has per- 
suaded many that the dra- 
matic convergence of bond 
yields towards the German 
benchmark in the last 18 


months has run its course, 
or has even gone too far. 
From investor's point of 
view this has reduced the 
scope for returns on bonds 
priced off Europe's leading 
currencies. 

“We are in the Interesting 
situation where the US Trea- 
sury market is offering 
higher yields than most 
other developed countries,” 
said Mr Mark CUffe, chief 
international economist at 
HSBC. “With yields on 
Europe's leading govern- 
ment bonds so low, investors 
are inevitably going to 
switch their emphasis." 

Apart from Emu-related 
concerns, the dollar’s popu- 
larity has been boosted by 
renewed optimism about the 
US economy. Weak US con- 
sumer spending figures and 
surprisingly, subdued wage 
pressures have convinced 
investors the US Federal 
Reserve is unlikely to jump 
the gun with a series of 
interest rate increases. 

Ironically, from borrowers’ 
point of view the opposite 
scenario is equally compel- 
ling. If Mr Alan Greenspan 
were to raise Interest rates 
at the FCMCC meeting next 
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month, borrowers could con- 
gratulate themselves on 
locking in the cost of their 
debt at lower spreads before 
the crunch arrived. Which- 
ever prognosis proves cor- 
rect, there is, for the time 
being, a happy conjunction 
of strong supply and demand 
in US dollars. 

Regardless of immediate 
US interest rate expecta- 
tions, longer-term factors are 
also boosting issuance in the 
US dollar says Mr Cliffe. The 
reduction of the US budget 
deficit over the last few 
years has led to a fall in US 
Treasury bond supply. 

US Treasury issuance has 
dropped from $282bn in 1992 
to just 5152bn in 1996. The 
Treasury's decision this 
month to cut the number of 
annual 10-year auctions is 
expected to reduce supply to 
below SiOObn in 1998. accord- 
ing to HSBC. 

“The US deficit has been 
reduced from 5 per cent of 
GDP to just one per cant in 
just five years,” said Mr 
Clifle. “This has opened up a 


window for other issuers to 
step into the debt market.” 

Among these, emerging 
markets. have been by far 
the most prolific, .'With bor- 
rowers such as Russia and 
Brazil skilfully tapping 
bullish sentiment with 
jumbo dollar offerings. Some 
economists, however, believe 
that the window may not be 
open this wide for much lon- 
ger. 

“We are at the intersection 
of the global interest rate 
environment," said Mr Avi- 
nash Persaud of JP. Morgan. 
"For the first time In years, 
a handful of countries 
including Japan, the UK and 
the Netherlands are about to 
raise interest rates.” 

Higher global interest 
rates will reduce the supply 
of funds for investment in 
fixed-income assets and dis- 
courage borrowers from 
coming to the market, says 
Mr Avinash. But the decline 
in total volumes would have 
little impact on the more 
secular trend in favour of 
the US dollar, he added. 
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)u aucauy update juu E+abiera c+urape ana neea ro Know now new 
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East European Business Law. 

Every month, East European Business Law provides coverage and 

analysis off 

• New legislation • Court decisions 


Law reform measures • International agreements 


news • 


services 


To receive a FREE sample copy, contact* 

FT Financial Publishing, Maple House, 

149 Tottenham Court Road, London W1P 9LL, UK 
Telephone: +44 (0) 171 896 2286 
Fax: +44 (0)171 896 2319 
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CURRENCIES AND MONEY 
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™™ n<J ^ 4 3JISS7 +A4T75 753-321 402380 306860 489903 -8 4 439510 -74 449821 -42 

t Rna ur Ab is . Fbnm kbmm teeny Quota to ftanratoi 


Closing Change BUM* 
wjd-pgM on day epresd 


Day* Odd 

frflh tew 


On* month Three norths toyw JPUvgp MONEY RATES 
RHP WA FUa WRA Rn KPA Max 


2994 

39 

22808 

39 

22313 

39 

839 

19527 

09 

1.5499 

19 

19373 

19 

1029 

29011 

09 

2.1682 

09 

21832 

09 

099 

129051 

0.1 

12.7937 

09 

127436 

09 

. 

599167 

-49 

599173 

-49 

01.497 

-39 

- 

158973 

69 

186718 

69 

170-433 

59 

1329 

4.1835 

-19 

4.1715 

-12 

4.1902 

-07 

. 

24135 

0.1 

2-4144 

-0.1 

2-4216 

-03 

1129 

-43,7923 

-4A 

44JV118 

-39 

45.0868 

-3-4 


69003 

OJ 

6.191 S 

09 

6-1554 

09 

. 

29561 

2 A 

23461 

25 

2997B 

27 


79802 

-as 

7S381 

-ao 

89751 

-89 

- 


(PKIJ 

m 

F*1 

(PM 


U 

(LR) 

m 

(NKrt 


(5*) 
IS ft) 
0 


Argentina 
Brad 
Canada 
Mexico 04m 

USA „ 

PsdSc/Mdte EaatMMcai 
Austrrta 


stmt 


06 45994 06 


MaJayWa 
Naw Zealand 
Phfipphw 
Saudi AreMa 
Singapore 
South AMca 
South Korea 
Taiwan 


12.1671 

+09505 835 • 806 

12.1925 

12.1115 

12.1631 

24 

12.1141 

2 A 

119001 

2< m» 

357600 

+0.10 300 - 700 

35.7300 

359150 

35.676 

15 

359235 

29 

3493 

29 1825 

KBW 

+09279 649 - 968 

69070 

69531 

UK 

2.1 

*■*« 

29 

14595 

29 1044 

5.10B1 

+0024 8S3-B28 

5.1S74 

51590 

5.1778 

2.7 

5.15* 

27 

59601 

29 

819 

59455 

+0927 435 - 478 

5ft>78 

5-8110 

5934 

2 A 

89102 

24 

57013 

25 1049 

17321 

+0X1074 316-325 

1.7325 

1.7211 

1J283 

2.7 

1.7035 

27 

1.6855 

2.7 1032 

273.685 

+1955 590 - 780 

271900 

27292J 

27498 

-17 

277X05 

-49 

2B4.1B5 

-39 

6*9 

19087 

-09032 063 - 112 

19157 

15057 

If079 

09 

1907 

05 

19074 

ai 

- 

193396 

+491 302-430 

10MA1 

160550 

1B85A3 

-13 

imu 

-1.1 

VTO1.BE 

-09 

7S.1 

35.7500 

+0.16 300 - 70S 

35.7800 

355150 

35-575 

29 

359235 

29 

3493 

29 1029 

19484 

+00078 460-407 

19490 

19365 

19«1 

29 

19356 

29 

19B79 

29 1019 

79718 

+0924 693-743 

7.2885 

7-2294 

72573 

2-4 

79280 

2-4 

7.1172 

21 

B5.7 

174960 

+096 540 -840 

174.650 

173.400 

174.564 

09 

17*9 

09 

17393 

17 

BIB 

146.105 

+083 070 - 140 

146.150 

145970 

14&06 

0.4 

1459TO 

06 

144.71 

12 

779 

7.74T1 

+00301 386-496 

7.7445 

7.7024 

7.7321 

1-4 

7J127 

19 

79387 

U 

815 

IMM 

+00034 404 - 414 

1-4422 

1A350 

19358 

49 

1A24S 

4.4 

13784 

43 105.1 

19540 

+6 0075 535 - 545 

14555 

19455 

19527 

09 

1J648B 

19 

19373 

12 1009 

1.1302 

•09038 296-306 

1.1357 

1.1295 

1.1317 

-19 

1.1348 

-19 

T-1S0< 

-19 

- 

0.71864 

- 

- 

- 

- 

- 

- 

- 

' 

- 

- 

09896 

-09003 995-996 

09996 

08985 

. 


. 


. 

re 

_ 

19778 

+00024 777-778 

19782 

19766 

- 

- 

- 

- 

- 

- 

- 

19911 

+00002 908 - 013 

14521 

19370 

1988 

2.7 

19B&2 

29 

19617 

21 

B3J7 

79578 

+09505 550-800 

79620 

7X1470 

1086 

-16-4 

8977 

-161 

67775 

155 

- 

. 

_ 

. 

_ 

- 

- 

- 

- 

- 

■ 

103-4 

AMca 











19311 

-00059 307-310 

14347 

19300 

19909 

09 

19303 

09 

1936 

0-4 

SIB 

7.7425 

+0901 420-430 

7.7435 

7.7415 

7.743 

-0.1 

7.7438 

-0.1 

7.7482 

08 

• 

359050 

-0915 800 - 300 

354370 

35.7600 

389425 

-49 

369275 

-AJ 

37-44 

-49 

- 

3.4302 

+t)iD12S 262 - 3*2 

3-4423 

3.413ft 

- 

- 

- 

- 

- 

- 

- 

114960 

+0.78 620 - 700 

114.750 

114080 

114.145 

14 

111145 

59 

108945 

11 

134.4 

29147 

-0901 142 - 152 

2-5170 

29115 

29192 

-2.1 

29262 

-21 

25582 

-1.7 

re 

1-4502 

+09043 582-600 

1-4010 

1-4578 

1-46 

-09 

1-4624 

-09 

1.4725 

-09 

- 

269800 

-0905 500 - 100 

26-4100 

289500 

- 

- 

- 

re 

re 

- 

* 

3.7508 

- 503 - 513 

17515 

3.7500 

17515 

-09 

17525 

-09 

17571 

-02 

- 

1-4273 

+09010 268 - 270 

1-4203 

1-4252 

1-43S6 

19 

1-4218 

19 

1-4023 

19 

- 

49100 

-0. 002 090 - 110 

4-5165 

49070 

4-5505 

-109 

493 

-109 

49325 

-BA 

- 

888900 

-OJ ooo -two 

891900 

885.400 

re 

- 

- 

re 

re 

m 

• 

279250 

-0005 000 -500 

279560 

279990 

27936 

-09 

27945 

-09 

26.0375 

-24 

- 

269300 

+0.135 300 - 300 

26.1500 

74nnm 

26955 

-10-4 

2698 

-89 

27-405 

-59 

- 


Jane 20 

Over 

Ona 

Three 

Sta 

ona 

Lnmb. 

Oft- 

Ftaf» 


right 

north 

ntha 

iuJb 


mar. 

rare 

rare 

Bantam 

9i 

3% 

38 

3U 

3B 

89D 

290 

- 

week ago 

3% 

3% 

3% 

3ft 

ay 

690 

290 

- 

France 

3% 

3% 

SB 

3« 

3V4 

3.10 

- 

4.75 

weak ago 

3% 

3% 

38 

34 

34 

3.10 

- 

4.78 

Germany 

3 

34 

34 

SVm 

34 

490 

290 

390 


28 

a* 

34 

3% 

M 

490 

290 

390 

tnfaod 

Si 

68 

04 

64 

Ai 

- 

- 

675 

walk ago 

m 

84 

84 

«4 

64 

- 

- 

an 

my 

«8 

H 

6% 

tm 

68 


678 

U2 

weak ago 

68 

61 

8% 

n 

65 

895 

676 

678 

— •■* - J- - +- 

28 

3i 

3% 

34 

34 

- 

250 

290 


3* 

34 

34 

38 

34 

- 

290 

290 

garitzariand 

% 

14 

1| 

11 

14 

- 

190 

- 

week ago 

W 

ii 

U 

1% 

IS 

- 

190 

- 

US 

Si 

5S 

S# 

» 

Sfi 

- 

590 

- 

wreak ago 

Si 

5# 

4 

58 

64 

- 

590 

• - 

Japan 

» 

* 

i 

8 

£ 

- 

090 

- 

weak ago 

% 

% 

H 

U 

% 

- 

090 

- 

■ *UBOR FT London 









- 

58 

6* 

5% 

U 

- 

- 

“ 

weak ago 

- 

58 

SI 

5% 

6M 

- 

- 

- 

US Dolor CDa 

_ 

590 

B9B 

896 

59B 

- 

- 

- 

weak ago 

- 

590 

596 

595 


“ 

- 

- 

ECU Linked Da 

- 

44 

*4 

4H 

44 

■ 

- 

- 

weak ago 

- 

<4 

4% 

<* 

*4 

- 

- 

- 

BOR Unload Da 

- 

34 

3tf 

3fl 

3% 

“ 

- 

“ 


weak ago 

S U90R MM Mng 


3d 3U 


38 

lar tiOm 


wWianoa banka m Ham aach woridng dqr- The banka 
Mtafaebt. Bt Ma and i ta KonW M umM 

MU mm an aWM <br »a dwnaabc Xtanay Ma. UBI COa. BO! 4 80R LMad 

EURO CURRENCY INTERE S T RATES 


Tnm. Bank if 


OapoMa DM. 


Jon 20 


Short 

urn 


7 days 


On# 

■north 


That 

months 


Sbc 


One 


MMfeapMbramniMaamma.EMMg non caniaMdbvMa Bank oCEhoMw. Brea awoga isao-m 
£ ***? "fa^tM«x) MPoirSpoc rab tadrabwo toy Ttf vamBJTBg&flSlO SpSTStes. 

Taa —new —a Erased to Wa tea an Wap amaiMn an tha Mranra m (rtpcffwv—JFT.eran 


CROSS RATES AND DERIVATIVES 


t BOB ran par 5 hr Jun 18 l 1 
U2M.BU. oaram quota to tfw enarirat but ana 1 
wa rauDHao by tta FT. 10: Sues moopa IBBO-lOO. 

Tlia uM h anoa tatoe primed tor 


1 mow omy tha Ml Ona Osteal pie rces Rmabiwam net teeny 
1 8 ECU ire rawed to US cuimr- JJ>. Ucxgxn noneael toacee Jun 


EXCHANGE CROSS RATES 

' Jm» BFr DK r FFr 


DM 


MCr 


Pta 


8Kr SFr 


Ecu 



Belgium 

(BFij 

100 

1645 

1695 

4948 

1954 

4738 

5450 

2094 

4884 

4067 

21.65 

4930 

1981 

3981 

2.787 

3207 

2475 

‘ s ' 

DaramK 

(OKI) 

5490 

10 

6862 

2926 

1905 

2568 

2954 

1192 

264.7 

221X5 

11.74 

2.185 

0917 

2.100 

1516 

1739 

1.341 


France 

(FR) 

B1.16 

1198 

10 

2983 

1.134 

2887 

3933 

1244 

2867 

2489 

1124 

2485 

1.034 

9 rim 

1.711 

1862 

1514 


'Germany 

(DM) 

2094 

3908 

3975 

1 

0983 

8779 

7.125 

6188 

1009 

8496 

4460 

0832 

0948 

0903 

0577 

6620 

0511 


belaid 

(E) 

5194 

2951 

681B 

2913 

1 

2555 

2940 

1097 

2834 

2204 

1198 

2.174 

0912 

2.089 

1909 

173.0 

1935 


Aft 

W 

2111 

0988 

0945 

0.102 

0039 

100 

0.115 

0429 

1091 

6627 

0457 

0985 

0038 

0062 

0 050 

6770 

0052 


Netherlands 

(R) 

1896 

3985 

1000 

0989 

0940 

8889 

1 

1732 

8991 

7498 

3973 

0740 

0910 

0714 

0513 

5895 

0454 


Noway 

(MO) 

49.16 

2071 

8939 

2982 

0912 

2328 

2.678 

10 

2401 

2009 

10.65 

1982 

0931 

1913 

1975 

157.7 

1917 

k ' 

Portugal 

(&) 

2CXAB 

U7B 

1348 

0992 

0380 

970.1 

1.118 

4.185 

100 

8398 

4434 

n»e 

0348 

07B7 

0573 

68.67 

0507 


Spain 

(PN 

24.47 

4915 

4901 

1.188 

0454 

1158 

1934 

4977 

1165 

100 

5988 

0988 

0414 

0852 

0684 

7848 

0.606 


Sweden 

(SKr) 

4618 

6521 

7951 

saw 

0958 

2186 

2917 

8984 

2259 

1867 

10 

1981 

0781 

1.797 

1982 

1461 

1.143 


Switzerland 

pR) 

2491 

4975 

4X157 

1902 

0480 

1175 

1952 

5947 

1219 

1014 

5972 

1 

0420 

0965 

0694 

7958 

0014 


UK 

CO 

9218 

1091 

8968 

2985 

1996 

2801 

3923 

1293 

•tan a 

241.7 

1180 

2983 

1 

2901 

1954 

1808 

1483 

■ ; 

Canada 

(P9 

25.70 

4942 

4902 

1945 

0478 

1217 

1401 

5927 

1259 

1060 

5905 

1.036 

0-435 

1 

0719 

8242 

0536 


.USA 

(8) 

3675 

6986 

6848 

1.732 

0983 

1684 

1948 

7972 

1749 

1461 

7.741 

1.441 

0605 

1991 

1 

114.7 

0985 


Japan 

W 

31 .IB 

6753 

5988 

1911 

0978 

1477 

1999 

6342 

1529 

127A 

6751 

1257 

0927 

1913 

0972 

IX 

0772 


Ecu 

- 

40-40 

7-455 

6807 

1958 

0.748 

1814 

2902 

8919 

1879 

1661 

6748 

1.628 

0883 

1972 

1.180 

129.8 

1 


1 en dia baaoxH ai HtprfhMwwJT-c 


UK INTEREST RATES 


LONDON MONEY RATES 

Jun 20 Over- 7 days 

night 


Ona Three 


Ona 


notion month months months year 


Bakyan Franc 


-3V 

3>b 

-3U 

3H- 

34 

3H 

34 

3U 

34 

Dean Krone 

311 

-3B 

3A 

-30 

3B- 

M 

ah 

3fi 

3H- 

ft 

Qetman Mark 

3 X 

-2H 

3*1 

-3i 

3*a 

■ 3 

31* 

2\ 

34- 

34 

□Utah CkAfar 

2* 

-2\ 

3A 

-2U 

3X| 

-3 

3A 

3A 

3 5- 

54 

Frandi Franc 

3>4 

-3i 

3A 

-34 

ah - 

3lf 

SB 

34 

3B- 

ft 

RKuguaea Gee. 

5U 

-SB 

6 - 

SB 

6-, 

OH 

SSI 

5B 

5A- 

SB 

SpariWi Peseta 

Afl 

-a A 

s» 

-34 

34- 


s*t 

54 

54 

-5 

Staring 

A 

- 6*1 

6% 

-01* 

6*1 - 

ft 


BU 

611- 

0(1 

Series ftanc 

14 

-*> 

iB 

•10 

iA- 

i* 


14 

- 

14 

rwuoi Mar 

2» 

-2H 

35 

•2U 

3*1 - 

211 

34 

ft 

3A- 

34 

US Dote 

5A 

7« 

-5A 

5*1 

-su 

5^- 

ail 

s\ 

ft 

fi«- 

* 

trim Lka 

-OH 


-OB 

«- 

OB 

OB 

6(1 

ft- 

QU 

Japanese Yrei 

B 

-h 

& 

-A 

A- 

A 

h 

ll 

u- 

»a 

Man S9tag 

3V 

-ah 

* 

-3V 

3A- 

3A 

a\ 

ft 

*h ■ 

3h 


3U-3Ja 
3* -34, 
3A-3A 
9% -3 M 
3U-3U 

m 

7A-7& 

1A-1A 

3%-3% 

sA-sa 

ea-M, 

B-B 

Sh-a\ 


s 


8,’a - 61* 6A - 6B 61. - 6*. 8a - I 
6B-8B e%. 6* SV-I 


ad - fit all - 8H 
flti-au s>2 -1 


7A -7J 

nJl-nS 


Intartw* Startbg 
Staring CDa 

Treaauy BOa , ._ _ 

6j3 flfl gji 

Local authority deoa. 6>i-l«»Bij-B^«-6j|6ft.BB6]i-iA7i-6a 
account Marita dap* 8% - 63* eh - 6^ .... 

UK dooring bank baaa landing rata 6*2 par cam tram Jui 6. 1B97 

Up to 1 1-3 3-6 M 9-12 

north 


mm am oat kr Via US Daln and Van, otham: two days* noaca. 
! MOUTH nmODOLLAM (Rm pahtaoMIXm 


Banldi Kmnar, Ranch Rane. NonatBlwi Mranat and Madah Kmnor par ift Balglan Fnac. Y«v Eacudo, Lba and ftaeta pw 100. 
I (IMM) DM 12SJ00 par DM 



Open- 

San price 

Change 


Low 

ESLM9I 

Open H. 

Sop 

05840 

09624 

-00019 

05848 

05807 

26,780 

82.177 

Dec 

05859 

09862 

-00019 

09B81 

05855 

17 

862 

Mar 

- 

099(71 

-00019 

- 

09885 

2 

123 

■ own 

» pramc nnum pmmj sft 125.000 pw sft 



Sap 

0.7027 

0.7015 

-0002 

0.7040 

07007 

18921 

33937 

Dec 

07098 

07092 

-00019 

07088 

0.7088 

35 

7B6 

Ms 

- 

0.7171 

-09018 

- 

- 

6 

23 

■ JAPANESE vn RTRIMS #MM) Yen 129m par Yen 100 



Open 

Sritpdoa 

Change 

High 

Low 

Estvol 

Open M. 

Sep 

08874 

09828 

-00059 

09842 

08806 

20938 

49.135 

Dec 

09053 

09842 

-0008 

09353 

08941 

114 

1.076 

Mar 

- 

09059 

-00061 

- 

- 

2 

107 

■ sreMJNQ nmmn (imm) 002900 pare 




Sep 

19354 

19524 

+09074 

19540 

19420 

10137 

39988 

Deo 

19470 

19480 

+00072 

1.6500 

1.6466 

2 

142 

Mar 

- 

1.6438 

+00072 

1.6430 

- 

1 

2 

x. r \ 

• J 


\-' : r - ■- 



■ 

'.•m . 

' -*• • - : 


Cans ol Tax dapL (eioaooa) 2^ S >2 5 5 A 

Cana anas dap. under eiOOOOO la 2>apc. OapcaBa wUxS aa o lor caattlLpc. 
AMa.Mndnntaoliaaeounian Juil3,B9llllpa BCOO tad am Sag. Export Fewnoa. Maka 
UP day May 30. 1897. Agaad nia tor partad Jun 2& 1S97I0JUI25, T9B7, Schama ■ 7.78pc. 
Ralannca aMa fcx panod May 1 . 1MT W May 30. 1S97. Sriwmas V a V UOQpc. FUanea 
Houas Baaa RaU7pc bom Jml, 19B7 

BANK OP ENGLAND TREASURY BILL TENDER 

Jm 20 Juo 13 Jre 20 Jon 13 



Open 

Senprioa 

Change 

High 

Low 

Eat voi Open InL 

Sep 

94.14 

94.14 

-004 

94.15 

94.13 

113,196 

062.163 

Dec 

9184 

9196 

-0.18 

9197 

9194 

107947 

429.143 

Mar 

9397 

9398 

-007 

9188 

8186 

68,748 

290930 

■ us 

TMASUHY BILL PUTUMS (IMM) Sim p«r 100% 



Sop 

9491 

9491 


9492 

9490 

254 

7978 

Dec 

94.88 

94.66 

-0X71 

94.68 

94.65 

30 

352 


41 Opsn Iraanai figs, an tor pnwtaui day 


■ PMUtMVHUSK BAB OPnOMS E31950 (come pra pound) 


B» oe oflw 

cm. 








Price 

Jut 

Aug 

Sap 

Jut 

Aug 

Sep 

ToM rtticattd 

£ 200 n 

1920 

394 

. 

493 

013 

067 

1.10 

ISdl eccqriBd Mri 

£98.400 

1930 

- 

129 


026 

084 

197 

Atatment at nta. rem 

89% 

1940 

2X73 

292 

3X11 

049 

1J23 

1.75 




93% 


Top accspwri nrn 6.4178% 89373% 

Am taw oT tSacaan 6.4037% 63110% 

Mange ytoU 65078% 6.4119% 

obi* at awt mnw EZOOn E200m 

Mi accept Mdfi 2 days 


PhMtaia day^ act. Cam 1^82 Ptas 2B2 . Pnw. dmli mmh Int, CaBa 2SJDB nm 26983 


DM6BJ500 (6 par PM) 


■ PooMd iu Haw Vatic 


Strike 

Price Jui 

- CALLS ■ 
Aug 

Sap 

Jui 

- PUTS 

Aug Sbp 

0970 1.11 

. 

1.68 

013 

034 047 

0975 0.75 

1.10 

198 

m« 

050 095 

0980 045 

093 

198 

048 

072 097 

Reoloua ita)ra wol, CWs 4S7 Fire 1616 . 

prat drera Open tot. Care 9^24 Pule 17.T87 


Jreizs 

-4200 — 

-Prw. daea - 

£tpot 

1.6365 

19465 

loft 

19553 

1.8472 

3ntt 

19525 

1.6445 

is 

1.64IS 

1.6320 


FT OUIDE to WORLD CURRENOES 

Tha FT GuMa to Worid Cunndae 
table can be found cn the MerVata 
page hi todays adUon. 


OTHER STATISTICS 


STOCK INDICES 


Jtn 20 Jon 19 JUfl 16 JM 17 Jue 16 


-W97 - 

JfiL ^ 


HDh LOW 


FTSE IDO 45039 4853.7 <6579 48822 <745.1 470.1 40568 47811 9689 
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Identified as the top performing fund management company in the 
Asia (excluding japan) large groups category, “turning m consistently 
strong performances from (its) regional equity and smgje-country funds'! ■ 

j • <Z> 

HSBC Asset Management 

timber WSBCGnvp 

— World Class Performers — 
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Source: Benchmark Fund Analysis • Source: South China Morning Post. 4 August 1 996 
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I7»i 13%taMf OX 05 115.17% *7% *7% ft 

89% 7i tasa* i « i j a ibx 77% 75% a -t 

46% 3BFBW 1.70 07 21 7»«40% 45% « ft 

25% 21% POOP* 1X70 112470 21%®% 73 •% 

24 tgPPtLx 1G 60 93789 X M% M 
58 <2*zPnta 044 08 9 3B4S 56% S5V 56% ft 

63% 48PniMMi 004 04 ® 1300 59% 58% 58% -2% 

30% 19% PtataHc x OX 13 X 2895 Z% 27% 28% -1% 

20% 17%P(Mak X 995 3% 25% 25% ft 

1 %PlkaMatP 1 >0 % % % 

143%103%tadG IX 10 312578142% 1*0% 1M% -2 

86% BaHPignaOnx 024 03 18 1800 85% 8*% 85% ft 

39% 28%MMHH Z 1119.39% 38% X ft 

50% 37%PndU4> OX 10 16 682 .51 50% 50% ft 

BO 46% Pm Cn* 072 10 18 362 56% 58% 50% ft 

33%X74PRMlnf 1.10 04 8 d 33% G% 32% -% 

BZ 50% RCanrtX x 4X 06 d IlG G G 

29% ®%Pt6MBx 016 OS IIIIUC 25*2 25% 25% ft 

20% 15% W lSNeta lB OX 09 10 1075 17% 17% 17% ft 

30*2 25%R8A5kirx OX 11 25 1438 28% 27% 28% ft 
26% ZftPlskS IX 70 181S5BZ% 26% X% 

54% 41% M&P OG 10 18 215 53% S3% 53% -1% 

35% 27% Mex 024 07 14 800 M% 34 34% 

10 % 9%Paxoiffrx oos 02 bi 10 % 10 % 10 % 

7% 7%PMnfedBxxQX 01 3M 7% 7% 7% 


14% 18% PtaxtanGr x OX 07 
11% 10% tana Max OX 06 
8% BPMiuMaxOn 06 
6% 7%nAWmx 088 OO 


72.14% 1*% 14% +% 
95.11% 11% 11% 

1H M% 8% 8*2 
123B 8% 8% B% ft 


42% 34%0lta90f X 1.14 06 24 MBS (44% 42% 44% *2% 

16% l3%QuOrara OM 06 38 1376u16% 15% 15% ft 

30% 23%Oume*4>x OX 00 12 1136 30 3% X 

<3 34%thataf x IX 09 16 367 42% 41% 41% ft 

2609 ifliJOAekRTyx 024 10 101069 24% 23% 23% ft 


3B%30*injOap ox 

13% iD%HOa*taaxiX 
87% 71% IMP IX 
18% 16%R*KdG*r IX 
69% Bfttajstm 058 
®l8.77nflmFx OX 
44% 35%R*reteri IX 
53% 41% R|)«S OX 
41 ®%ReedDA IX 
32% 2D% RadBOa 
S% 30% (MM 030 
12% 6% Manx 032 
73*2 54 Man 104 

44% 37%HepegiAffi 1.02 
not 79%Repiffx is* 

44% 29% RetlgnA 
17% 7% Redkxa 
20% 15% raws 
15% 12%BBaneCp 016 
30% 14%nejT«flA OS 
73%5B%lfcrM«x 1M 
80% RtaaiPRy IX 
SO 37%RMAM OX 
38% 27RJRN& > 005 

28% 17*2 M Tl 
45% 33% Mat Hal 
21% linqeMX IX 
70% 58% Uadi 1.16 
1 AnxMta 001 
94% 70% Rotate IX 
® U%Rokr 
3% l%Mn tm 
X 1B% Wfee 060 

iST2%noNtam. 0® 

30% 25% flow* IX 
28% 16% Ran 
210% 168% RDuUl 053 
14%11*2R0)eaVU 1.1$ 

29%®%Bttrt OX 
1J% 13%ftrtttx 002 
24% lT%KpteBita 068 
X% SRkceCp 052 
34%27%V«Sx OX 
14 ll%R|tM&p 0(6 
A i RymFdi 


1.7 ID IX X 35% 35% 

80 3902 12% 12 12% +% 
1.4 ® 3585 86 64% 14% -1% 

04 42 17 18% 17% 17% ft 

OB 13 2782 72% 71% 72% +1% 
1.1 9 829149% 28*2 29% ft 
08 2(1 43% 43% *3*2 ft 

10 167311.53% 52% 53% ft 
60 1* 1834 27% 26% 2B% -I 

® 7043 25% Z 25 ft 
00 73 2583 48% 47% 41% ft 
06 a 5076 12% 11*2 12% +% 
1.7 1* 2120 }2% 71% 71% +% 

03 13 1271 44 43% <3% ft 

1.7 14 1546 106% 106% 106 ft 

75 517(47% 45% 47% *2% 

14 M 10% 10% Ift -ft 

15 S64 18% 17% 11% ft 
10 9 1508 uTS% 15*} 15% 

10 14 7802 17 10% 17 ft 

00 406555 72% 71% 71% ft 

10 25 1149X1% 7B% 60 *1 

10 »6WIb 58% 49 50% t2% 

U 1940252 35% 34*2 34% -1% 

13 356 » 5*2 25% -% 

M 1588 44% 43% 44% ft 

05 91358 21% 20% 21% 

1.0 01 6700 50% 59% 5B*« ft 
2J 3 ii ii ii 
00 15 1106 B0% 99*a B9>| ft 

2952 21% 21% 21% ft 

#43 3% 3 3 

11 31 571 10% 19% 19% -% 

10 10 1104 1115 14% 14% 

04 540 29% 29% 20% ft 
33 52177 26% 25% 25% ■% 

06 X 9397X01} 205% 209*2 +1% 

U 171 13% 13% 13% ft 
00 30 2733 29% 29% 3% ft 
72 14 527 IS 14% U% ft 
30 IB 104 22% 22% 22% ft 
1-7 14 1070 30% 30% 30% ft 
1-8 1B» 34 31% 34 ft 

10 IS 415 d4 13% i3% ft 

a A Hi A 


30*3 25%StaM$ 
75% 58%SPST*0> 

14 uvstawn. 
32% i€% Stefa se 
15% 14%SVfli 

a cWSobar 

X 63*a SUaecop x 
17% 15 SUnUP 
M%57%S8>W 
36*4 18% Son Mdg 
5% 2%tatantCn> 
137% M Siaiao * 
17% 14%GekmBr 


080 07 

19 

1.49107 B 
4J 

008 03 15 
73 

OX 02 64 
096 5.7 13 
IX 04 11 

z 


1.76 10 17 
X 


131 30% 
195 74% 
119 .14 
310 30% 
1567 16% 
5067 47% 

a 8<% 
wa 17 

2207 79% 
2235 22% 

we : -a 

30M 137 
2*5 17% 


99% »% +% 
74 74*2 -1% 
13% 13% ft 
30% 30% ft 
157, is?, ft 
47 47% ft 

XV 84% *% 

16% 16% t% 

79% 79% ft 
® 32*2 ft 

-3 3 'ft 

mix*: *1*} 
17 17 
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NYSE PRICES 



NASDAQ NATIONAL MARKET 




w n 

* E 


(tax hm 




Caottuad from pmtan page 

01% «Un> 

3ft3*%SM>*t 



2ft S§% scat cupxijn u n tas m 
9% 7%f 
62 *4% I 


48% 31%SMK 

nft sascanz 
42% *%&*•»« 
38%20%&Mtart 
2ft l^i aw* 




BM 1.1 722» Sft 57% 57% 

«0 14% U% 14% 

3^3 1010 75 38% 37% ®% 

084 £0 211118* 42% 42 42% 

1JB U 1719643 61% 00% 8B% 
lljn ft! re 878 24% 3ft 24% 

026 10 83 Z100 ft ft ft 

23 SZ7 5ft SPs 53% -1% 

076 1£ 915273 4ft 4ft « -% 
TJO « 3215675011, 117% lift -1% 

030 OS 3096783*% 41% fl% +1% 
OOO 1.5 15 438 3ft 3ft 3ft 
006 03 694815 9 22% B 
0.10 UU ZH 27 2ft 2ft 
003 02 264814% 14% 14% 

006 04 R «% 16% 18% 

077 30 15 69 02ft 22% 22% 

1A 05 31 017% 17 17% 

1235002 37 36% 9% 

6*14 1789 4ft 4ft 4ft 
24% TftSagulEfl 93720 17% 17% 17% 

4ft 3ft SMKfNr 37 3n 4ft 47% 4ft 

5ft 44%8mBo 092 U 161889 54% 9% 51% 

1 JJ 5.7 13 1887 2ft 22% 22% 

4 Si* 054 65 mmft 12% 1ft 
022 15 75 4853 15% 14% 15 

an 1.1 66 163 53% 53 53% 

19U9 i s a g 
020 06 9 5347 35% 35 35% 

072 £0 a 294 35% 3ft 35% 

002 07 1568 3% ft 3% 

IB 4972 77% 75% 75% 

030 U SB 7017 1ft 41ft 111% 

032 25 12 119 13 12% 12% 

423 39 21 873123% 121122% 

040 12 11 3757 32% 21% 32 

. . 20 1020 6% 5% « 

2ft lrommtx o.ib oj> 3012s a*| zo aft 
31 27% Santa 124 4D13 740031% 31 31% 

10 1% 01% 1% 

084 23172061183% 3ft ' 

8479 1ft 1ft 
252 65 SO 943 3ft 30% 

QJS &B 31 88 TO ft 

1864 2% 2% 

088 24 12 457 2ft 25 

058 05 8 357010% 8% 

81 1482 38% 57% 

1.15 13 » 5012 38% 8ft 
388 53 2% 

OS 2521 472 20% 20 

050 20171058 40% 38% 3ft 
81 139 70% 6ft 70 
156 25 20 8600 84% S!% 33% 

072 23 17 1947031% 3ft 31 
030 05 34 405 8ft 9 6ft 

040 25 20 1025 1ft 15% H% 

370 77 13 x4ft 48 48 

355MftCM»x2SD 65 9 a37 37 37 

ZISAJhMi 154 04 14 174 23 22% 22% 

_ 2BSbAn 040 08 11 1455 43% 42% 43% 

24 20% SUM 124 52 15 253 S4 23% 23% 

23% lftSSnCoX 130 00 1326712 22 21% 21% 

42% 34% SMETWx 176 44 14139 41 40% 4ft 

27% 21% Stti 055 02 17 5GS7 25% ~ 

20% IftSOUMArt 052 44 41 1038 19% II 


4% ftSartkrti 

9 62%5E6Dn| 

14% 1ft 9 hU 

irn%suBriw 

S5%88%SMir 
82%a*%3MW» 
8% 4%Snm 


3% l%Bvtfn> 
35%27%ao«k 
2ft 12%SfcaSc 
S% 27%StanrtM 
ift ft Stator 
3% ftsttar 
aft 21 Skjtax 
ft ft&Mi 
61% 30%taMu 
00 % aftSBdnx 
53% 23% SRAtFtl 
21% TOSnctarJ 
«2% 34% SapQtfT 
71% «7%S0fe*ai 
G9% 45% Snort 
3124%SaO» 
8ft 83% Sob, x 
10 14% SotbrtqB 
4ft 48% Sam Qv 
37 



3 


15% ifttaamnu 02 * 15 m 725 13% 13% ift 

30 34% SnHMtaPSir 220 37 15 683 USB 36% 38% 
1ft Efeb Rod 015 1.1 171X14% 14 14 

11% 7%&*fcnqi 125 11% n% n% 

10% fta*«0 016 15 5 852 8% ft 0% 
S4%41%sg*0tfi 132 2512 SEC 53%' 63% 53% 
52% 38% Stria* 1 150 25 1S18B89 51% 50% 5ft 

7ft Z7%Sn 89 67% 67 67% 

4Z%26%&JuMU 9 480138% 38 38% 

21% IftSUQnx 10 345 1ft 17% 18 

14% 13% SU Wafer 032 23 TO 205 1ft «% 13% 

10% ftStadtaU 0.12 17 24 1127 10% ID 18 


j 21% SUM on 27 17 358 2ft 25% 25% 

24% Stand* an 25 15 59 20% 2ft 2B% 

33% asnfanex 1.12 34 IS 573 . S3 3ft 32% 

44%2ft8WHkx 074 17 22 17TO 43% 42 42% 

45%2^JSMAie 050 15 23 648 44% 44% 44% 

32 27% Stan* x 072 23 10 9 31% 31% 31% 

54%3lASUTOCp 040 05 27390 53 51% 51% -1% 

85% EftWRn* 080 2514 723 32 91% 31% -% 

1ft IftSMtfkQX 0382514 88 17% 1ft 17% +% 

3ft 24%SMQn 31029 33% 31% 9% 4% 

14%H%S8B 0 IS 12% 12% 12% ft 

33% 27% SM£hx 17 BIB 32% 31% 31% -% 

9 7%SMIfc are 12 0 S77XI0% 0% 10 *1 

45%31%StaBHMl 050 17 WT 45 44% 44% -% 

17% 0% Skn COM ' 3817 14% 13% 13% -% 

54% 33%GVMl 131027 43% Oft 42% -1 

40%28%5tta H 109 4ft 40% 4ft +% 

15% 8%5HHfl9 020 15 1052 13% 13% 13% 

1ft 14% Blrigl 050 43 15 1834 10% 17% 17% -% 

52% 4150HNBBGP 144 27 15 732 52% 9ft 5ft 

5% 4% SnEnagy 032 02 7 114 5% 5% ft 

51% 37SM0V 040 OS 22 139 50% 50% 50% 

5ft 30% Sn4rt" 09 17 23 7S 57% 57% 57% 

42 iftBwm W M ». SiJ1% 31%. .3% 

50 44% Sou OJO 15 20 459 5ft 37% 57% 

27% 22%STOHfer 028 1.1 151123 26% 20% 26% 

3ft2ftS9Hto* 150 271418011*0% 3ft 36% 

24 % i6%SMki** an a* i«ia<% 2ft 24% 

37.11 28% SpnMT* 008 02 25 452 33% 32% 3ft 

10% 6%6)«ca* 420 21 13 S 9% 0% 9% 

2ft 1077 G|MfRx 09 15 32 751 28% 27% 9 

3ft28%5SSCO 050 15 22 439 37% 37% 37% 


i 

i 

3 


0% 4 TOY Mr 020 
S3 37%7CFFtanc 150 
10 ftTHMB* 054 
7ft B1KCDPAX043 
1% ansvn 
5ft 38% TJX 
27% 16% TO EM* 
57%4J%™ 
23%22 %WimW 
9% T%H9p6 
49% 30%7RMl 
15% 11% Mm 


040 

09 

154 

001 

154 


-T- 

35 18 248 6% 

20 19 701 i*ft 
U 460 ft 
OB SB 41 7ft 

32 1% 
08 183767 49% 
4.1 TO 340 2ft 

21 37 4137038% 

701 2ft 
4 467 ft 
27 211319X0% 
174057x15% 


6 B 
4ft 4ft 
9 8 
78% 78% 
1 % 1 % 

8S 

57 57% 
75 2ft 
ft ft 

«% 40% 
14% IS 


818 A 

m % mm 9 Lm 

9% 4ft hut 030 14 1323 56% 55% 

Ift iftlknlMx 070 64 19 11% 11 

ftlGCM 



... - 11 

n 2% 2% 2% 

1.16 4714 979X3% 25% 25% 
IUB U 17159 57 9ft 5ft 
056 15 13 644 27% 27 27% 

1W6 14ft Wgl44% 


» A 


T«n*fiiMk 021 09 

IMA 


29% 21 

«% S^neo 

ffftBWCBPB 
«%2ftT«3B>He 
1*2 ft ThB 
UlftlblB* 
10% TROD 
97% Tam 
JnH 
. - jIAot 
.26% Tunc 

esftwu 

4% 2%Txrtbdi 
S% 451Mbnx 
3 2%ltadany 
ift 7% TMcap 
1ft IftTMfTO* 
41% 2ft Tttmt 
76% 43% TMM 
Sft 


...... J6 

141 15 232683 (ft flC 8ft *% 

0S1 15 2031636X48% 47% 4ft +1% 

U8 13 321505 5ft 5ft 58% 

17B 21 23% 34 

7514 2ft S 29% -% 
121 25 335023 4ft 44% 4ft +1% 
350 8J 12 30 XU 44% 45ft 
64 sa 44% 42% 4ft +% 
SM re% ift wi -% 
0L1B IS 8 711 12% 1ft 1ft 

4 805 14% 14% U% ft 
340 35 11123 lift 110% lift +l\ 

^ 

- 1 % 
*1 

I 



UD 11 7 711 26% 25% _ r 
066 06 1139 88% 68% 8ft 
040 12 18 95 38% 33% 3S% 
£10 BL1 104777 3ft 34% 34% 
38 ft 3% ft 
150 15 ZZ 3448 x85% 64% 65% 
17 « ft ft 2% 
306 8 67% 6 

021 15 m 14% 14 14 

27 a® 38% 3712 37% 
076 1.1 10 t3T7 71% 70 79 
X 1.12 2.1 221294 54% 83% 54 


DanBhdX 040 14 18 303 

33 2201 17% T7% 17% 

960 14 247Z75 44 42% 43% 

02B 05 27 274 47% 47% 47% 

080 25 X21855 aft 3ft 80% 

038 07 vm 4ft 46% 48 

080 1.1 32 295 5ft 57 ST 

152 3J 15 1658 38% 9 3ft 

IS 4 ft ft 

150 85 TOXtft 12% 1ft 

a 4% H4% ft 

■ 11 % 11 % >% 
19% 1ft -% 
17409 40% 40 9% ft 

029 06 22 645 48 46% 46% -1% 

aum 1.W 15 15 1864 U72% 72% 72% ft 

■ 3ft 3ft ^ 


12% ftlUMaCo (UB U 31 19 «% 11% 11% 
* ■" n 641 19% 


2017% TM Bn 

n%3ftT0M» 

S0%9%7Mtlll 

72% SUM 

38jjz STnnCBox 048 15 17 29 


- ,2553 Toko x 
4ft 3ft Timor 
34%2ft1XUSMU 
34M%1R0Ul 
2S23%Tan»mii 

90 77% frusta* 

Oft 78% TmtfBx 054 05 14 535 HQ) 101 


aft aft -11 


024 08 37 7DZ4 

050 15 20 9059 47% 47 47 

055 02 71 BQ 25% 23\ 23% -1 

2013491*4% 3ft 34% ft 
US 75 10 a 24% 24% 24% ft 
250 2J 153315 ff(% B3l 2 Oft 


IftTmcdBx 028 15 32ui5% 15% ift ft 

9%1tnO0 0» B3S33M 7D% 9% Bft -% 

7%Tmpn)X 020 £4 5 220 ft 8 ft ft 

' “ 026 12 11 63 21% 21% 21% 

050 09TOtt6T3l«8% 64% « +1% 

09 05 B 1116 4ft 3ft 30% 

_ 032 06 13 29 £6% 5ft 5ft ft 

nCMUl £50 7.1 2O 35% 3ft 3ft 

584 21% 21 21% ft 

054 15 21 3432x9% 4ft 4ft ft 


an npfl in 


mat 


23% TOIdKA 
48% 35% TOnoof 


[ZftTOCMl 

32% HAM* 
22% 1770* X 
«% UTtaMB* 
ft ftTOm* 
54% so Tiro x 
7% 5% Tamil 
2ft iftlMCmt 
2ft 21%'MiMc 
71% 51%1RcMa 
ft 1%T>9 


12% 9 US 

ss%2ftuse 

34% 26% US 
81% 55% UL 
2S%a%uacBpx 
14% 1ft UK Ik 
2ft Iftlttao 
3ft 29% tW ko 
SlftlMMx 
114% 9IMhr 
UftlBftlMM 

S 45%UCm 
40%tKxb 
2»% IftlMtnQxp 
51% 46I16&50 
60 US 450 
USKX 
. Uftcx 
38% UOxfU 
_ l7%U*xflln( 
a 6% UUrx 
12% 7%U*CBP 
29% 23% 1AMM* 

16 13% Ukan* 
27% 2ftl*DgaMi 
56% 42% IMK 
3ft 23Vn«taiX 
ft ftlAMMl 
15% 13% UK RO* 
1ft IftUPirtCft 
24% 18%IEF&8 
S 25% US (Mr 
29% aUSHoax. 

47 29%U5Sbj 
B 7%85%UtflK 
18% 15UH0O 
2B%UAdx* 
32U*rtaS 
16% Minx 
27% UMtUp 
. 36% UncM 
46% SftUBN . 
'|31%U8M 

! si%usmt 

j IBUSXMf 
38% 2ft UMWSX 
38% IftUSNr 
ft ftlEORM 
31% 23% USCM 
M%a%UBKlE 
(7 12% IS Ml 
28% 2ft USw* 



054 £3 34 448 27% 27% 27% 
09 25 121707 34% 33% 33% 
1417 44% 44% 

080 25 U 857 21 20% 

3 848 15 14% 

020 35 18 59 6% ft 

09 £3 14 2051 38% 3ft 

014 23 UB ft B 

oa 05 arts 22% 21% 

0.70 £6 8 57 107 25% . 

09 03 87307 7ft 9% 78% 
535 2% ft ft 


-li- 
re 727 
8 2993 
152 Mil 3235 
104124 
154 OS 15 821 
9 Z96i1 
150 7.1 7829 
044 15 a 1056 _ 

OS 05 15 304 20% a 20% 

253 1521 230*15% 114% 114% 

455 25 23 3303 X2iaaft2lft *4% 

i-Bo 04 maeo sft sft sj% -% 

075 15 11 2734 48% 47% 47% -% 

31 73 24 23% 8ft 

35D 85 8)061% 51% S1% 

450 65 0)95% Bft 65> 2 

£54 65 13 243) 37% 37 37% -% 

U2 £4 21937X71% 7ft 71% ‘ 

150 25 8 1610<fi2% 52 5ft 

lUO 15 104095 8% 20% 2ft 

17723 A 7% 7% 

a 375 10% 1ft 10% 

on £B 201036 2ft ' 

151 05 81145 1 

;fta 05 14 IS 25% 2 

056 01 2B11H04 54% 

£9 55 12 877 “ 30' 

08 33 13 72 A 

152 11 » 14% 

. 70 222 020 1! 

an 05 ib3GUmm% aft 

3438119 31% 2B% 28% .-ft 
7 87 Z7% 27 27% ft 

01B 04 84816 9 37 8 +1% 
154 15 86757087% aft 87% +1% 
052 53 15 507 17% 17% 17% -% 

' B 412 5A 50% 6ft -% 
154 £7 16 5« 3ft 9 3ft -% 
1J0 R2T1 438 tt 1ft 1ft ft 
156 35 14)013 3ft 36% 35% ft 
050 25 1517012 4ft 3ft 3ft ft 

057 1580674x46% 45 45% 

172314 37% 37 37 

£14 SJ 1412017 S 37% 37% 

• 1349 21% 21% 21% 

*4D 37% 3ft 36% 
B1522B 3ft 35% 3ft 



09 05 0 9 
OJB £5 158345 30 2ft 2ft 
103 25 0 334294% 34% 34% 
Oa 15 22 S 1ft IS 13 
m 05 10 417 27% 26% 27% 


104. rr m cm 

% 2. MM Ml MMM 


65% M%HFC)>X 152 
3ft26%«nE OS 
a% ftvMntwx oa 
25% 17MMM 
10% WMMMTxQR 
31% 21 VMM 
3ft47%1Uotox 036 
44% 8 VMM 
51% 2ft Mb* 

M 13% VMM- IS 
1ft 14%lMx 032 
?A fiftttGMUDX sn 
3ft 21% Way Wx 
95%a%UnlK 
4ft 40%M6MX 053 
ft ftlDMHT 
745A1M0 £9 

70% 55% Wall 158 


-V- 

15 17 2763 55% 

14 4 4436 9ft 

£4 306 6% 

14 3000 20% 
07 57X10% 

33 3064 21% 
07 10 362 03% 

563494x44% 

34 1002 5ft 

75 0 81 13% 
U 24 2750 mA 
75 9 71 

« 3664 28% 
8 d 35% 

15 a 2923 4ft 
b a ft 

SJ 31 773 7ft 
£3 14 6001*0% 


5«-l% 
9 -% 


84 

3ft 

ft 8% 

20 % 20 % 

TO% 10% 

30% 30% 

55% 53% 

43% 4ft 
54 54% 

13% 13% 

U% 15% 

71 71 

a 2ft 
3ft 3ft 
48% 47% -ft 

ft ft 
aft a -ft 
7ft 80% *% 


23% IftXMGM 
zfta%«m.wtti 250 
91% SIMmJk 
BAS 5%MM* 150 
21% 15% Min o r 028 
4% 3%VMno 
52%3AHM> *M8 

3ft 25% MMcfCSx 09 
3ft aWXWII 027 
nft aftwMHi 152 
25% 20% WML 1.10 

azftvHfwx in 

«S*| 325% fttefftxe 450 
3ft SWX0M* 656 

ft 6%WM6n 

32% 21% XMkMIX 048 
ft 3%WmM 09 
3ft 28% WBxHEM 
17% M%MMp4 
45% 40VHMK* 

ft ft 
32% 27% 
ift 1ft 
387% 248 WMF 
2ft 1ft WRNp 
30 27MMC0 
18% 18% Maw Ex 
7ft 57% 8HMX 
36Aa%WDW* 

21% 14%M*ao4 
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72 13 624 9 27% 27% ■% 
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12 9 26291% 21 2T% 

19 ft 3% ft 
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£7 15 1129 75 24% 24% -% 
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ML 2 WIM WgjR UNOmawa 

13 1ft 13 ft 

8 T\ Bft 
ft tt fi ft 
6% 8% U. -ft 

051 50% 50% 

io « aa 

13% 12% 13 -% 

A 5% A 
22% 22% 2ft ft 
5ft BA 5A ft 
H8% 8ft Bft ft 

1% 1ft ft 

2% ft ft 


MrMgx 38 

Alan 7 57 

Matt 11 143 

MMM 54 

Ml MTV 4a 7 3 

men 3174 

AD&** 254 

/Up HWA 199 

ASRbMX 250 8 66 

ATOraM 12 72 

AadtonA 6664 

UkTatoA 486 
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BttiOCXM 


BhMTA( 
BADxHiX 
Sort 
Onto IMP 
BWMDA 


14 a ft 3A ft ft 
ana 73n2ft2B% a -ift 
4Z3 3 2ft 2ft ft 

057119852 a 19H 19ft ft 

a i£% s ft ft 

040 14 4ft' 45 45% ■% 

12 673 2ft 26% 26% ft 
in 13 70 2% 25 A 
036 B 542 3& 32% 32ft ft 
154 a 1» 25% 2A 24% ft 
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CnFdMf 001 21 A ft 4d .ft 

Caoknf X TO 12 27% 27% 2ft ft 

CapTcfa 53 A A A ft 
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SMdc Ok. C «0x Mp UmObmCMb 
CR npWv 3 1% 1% 1% ft 

CtxicdFM 15 9 8% 6% 6% ft 
CRDHATA OSI 34 321 12% 11% 12i ft 
DdmiCA 12- 138 Wfl 14% 14% ft 
DrmiCB 13 312 ift 14H 14if ft 
CTOK 058 17 02 23% 23% 23ft ft 
C*m » n% 11 % 11 % ft 
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«oo 2i%m% 21% A 

tit Con 

IBM 5d 5% SA ft 



takraga- 

- 43 486 12% fift 1ft A 

SJWftrp 

£8 12 31 53% 51% 53+1% 

UK 

1858 «% 10$ W% A 



75 85 2ft 2% 2% . 

TTOPnxfa 

OB 12 258 8% ft 6% A 

JxnBTO 

TrtRDMx 042 85 TO «d 4ft *0d -A 

JTSCorp 

' 9551 Id ft % A 

UtoBMdCI 
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TTOaxMu 

140* 18 17% 17% A 

iRdiCp 

azSQQ 64% 84% 84% +1 
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MhM A 
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347-1 1 1 
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ACC Cop 871626 90% » 2A ft 

ACCOM E ZEH 43 4* 4* 

AohnCp S 6851 17,1 IB ft 

AMpmtt 4D1CBB 37% 36% 37% ft 

AOCM 50 3904 3ft 34% 3A ft 

Mcn«R«37U 21850% 40% «% ft 
AdgOeS 09 1629061 3A 35% 35% 
AMLosfc 15ttei«il5% I3i1138+L2l 

AUrMia 512 8% 7% 7% ft 

AdxTdHlb 410 40% 40% 4ft 

044 man se% sa% aft +1% 

0® reras 34% 31% 34+1% 

034 a 846x36% 37* 37% ft 
AkB/DR 19312 235 87% 67 67 ft 
AMM 09 H 7a 26% 75 aft 
06415 d 20% 2ft 20% +1% 
036 74 0 9ft 3ft 30% ft 

1002 1ft 16% 10% ft 

15419 n *1% 20% 21% ft 
AHCRpx U4 13 117 16 1ft W% ft 
7 9 A 3* 3i 
27 624 2B 2% £52 -.11 
443W1 54% 52% 53% +1% 
09 142iaiM% 87% 6BA +* 
AaOMr 5 171 10% 10 TO ft 
to ling 73390 26% 25% 25% 
AbiSoMm Si 1420 ft B% Bft 
AaFrfivyx X 1487x18% 15% «% -% 
MOH 068 166744 37 36% 3B% 
facXM 497 % A A -i, 

WMl £80 9 146 Bft 86% » 
AaACwf 19 6877 21% 20% 20A -1% 
Ann toe 2395408 MH SB 58% 
AxMcftCp 127 A ft A 

020 21 M 34% 53% 31 ft 
036 351538 35% 34% 9 -i 
300 10 71 0% 0% 9% 
Auxin Cp 2322093 27% 2ft 27A 
ApoohEx ouaion 2ft 20% 2ft 
2855362 07260% 70% 

AppfaC 9750 1A 15% 15£ 

AppllbM 007 a 4441 27% 25*2 2A 
Apr Dr* 024 241201 2ft 10% lBR 
AKCTO 024 14 370 11% TO% 11% 

154 n 30% 20% 2B% 

1014 uft ft 8% 

Amo* to 044 17 480 XIO 17% 18 

333 2% ft 2A +& 
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131121 25% 24% 25% 
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1.18 U 68 44% 44 44% 
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DMUufWlxflOO 12 5» 5ft 54% 54Q 
BHAGe an 17 107 1ft 1B% 10 ft 
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i7 ii a a a 
66 4% ft ft 
150182000x61% 50% 51 
3125 A ft ft 
7456 1» 1% 1ft 
17 TO 18 18 18 
722BB 1ft 10% 1ft 
6311060 21 2ft 20% 

154 IB 418x82% 61% .81%: 

030 371316 1*6 67% 67% 
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TO A A A 
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F T G U IDE TO THE WEEK 



Hong Kong prepares. 


_ Hong Kong 

xi. enters its final 

with a flurry of 
f yMraStf jg? preparations for 

The territory's 
-IP* legislative 

council starts its final sessions today, 
before being: disbanded and replaced by 
a Beijing-backed body on July 1. The 
royal yacht Bri tannia arrives in 
preparation for the departure of Mr 
Chris Patten, the territory’s last 
governor. Mr Fatten will leave on the 
Britannia after Hong Kong returns to 
China on the stroke erf midnight on 
June 30. The governor will accompany 
Prince Charles, who will represent 
Britain at the handover ceremonies. 

...Taiwan exercises 

Taiwan will stage military exercises (to 
June 24) in a show of firepower on the 
eve of Hong Kong's transfer to C hin e se 
sovereignty, despite a US request to 
cancel the plans. Taiwan has 
repeatedly said the drills were 
unrelated to the handover despite the 
sensitive timing, but a military 
spokesman confirmed the war games 
were intended to boost public 
confidence. Taiwan is expected to show 
off new high-technology weapons, 
including F-16 and Mirage 2000-5 
fig hters and radar-evading 
Lafayette-class “stealth” frigates 
bought from France. Beijing has 
regarded Taiwan as a renegade 
province but Taipei has ruled out 
unification until China introduces 
democracy. 

Food for thought 

The UN Codex Alimentarius 
Commission, which sets international 
food safety standards, holds its 22nd 
session in Geneva (to June 28). The 
150-plus member gove rnments will 
consider a controversial proposal to 
allow use of a genetically-engineered 
growth hormone to increase milk 
production in cows. This is opposed by 
consumer organisations as 
unnecessary and possibly unsafe. US 
nutrition groups are concerned by 
proposals they claim could weaken US 
food safety standards, including the 
approval of unpasteurised dairy 
products. The commission's standards 
are important because under 
international trade roles higher 
standards must be justified 
scientifically or risk challenge as a 
protectionist device. 

Transport conference 

Further development uf 
trans-European networks and the use 
of new technology to improve transport 
systems are two of the issues to be 
discussed at the Third Pan-European 
Transport Conference in Helsinki 
which starts today, (to June 25). The 
conference, organised by the European I 




PoGcemen keep an aye on a children's parade near the Chinese border as Hong Kong prepares for the handover. 


Parliament and the European 
Co mmiss ion, is expected to be attended 
by 1.000 representatives from 60 
countries. It will also review 
developments in transport since the 
second conference in Crete in 1994 and 
will consider how to link the ElTs 
trans-European transport network with 
infrastructure improvements in central 
and Eastern European states, the new 
Independent States and the 
Mediterranean basin. 

Korean president in US 

Mr Kim Young-sam, the South Korean 
president, travels to North America in 
his first overseas trip since his 
administration was shaken by 
corruption scandals this year. He will 
attend a special UN General Assembly 
session on the environment before 
going to Mexico to met its president, 

Mr Ernesto Zedillo. He is expected to 
discuss the deteriorating situation in 
North Korea with US and Japanese 
leaders while in New York. The trip is 
seen as an effort by Mr Kim to help 
restore his government’s reputation 
following the arrest of his son this 
month for influencepeddling. 

Western Sahara talks 

Morocco and the Polisario movement, 
struggling for the Independence of 
Western Sahara, meet in Lisbon for 
three days of talks at the invitation of 
UN secretary General Kofi Annan. Mr 
James Baker, the former US secretary 
of state who is Mr Annan's personal 
envoy, has said the talks may be the 
last real chance of finding a solution to 
the area's problems. The UN has been 
trying for years to organise a 
referendum on whether Western 
Sahara should be incorporated into 
Morocco or become independent. But 


the referendum, part of a UN peace 
plan, has been repeatedly postponed 
because of disagreement over whom 
should be eligible to vote. Algeria and 
Mauritania are attending the talks as 
observers. 


Tennis 

Wimbledon championships (to July 6). 


FT Survey 
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I TUESDAY 


The fate of Nazi loot 

Geneva is the venue for a two-day 
conference, organised by the US-based 
Simon Wiesenthal Centre, on the fete 
of Nazi loot and its restitution. The 
conference will bring together 
politicians, academics, lawyers and 
clerics from Europe, Israel, the US and 
Latin America. Switzerland has been 
the focal point of the push by world 
Jewish groups to find and restore 
property stolen by the Nazis from Jews 
and other Holocaust victims. Other 
countries are also implicated, including 
the former Allies. US Senator Alfonse 
D' Amato, scourge of the Swiss, is due 
to open the conference. 

Japanese abroad 

Japanese government leaders begin a 
series of overseas visits. Mr Ryutaro 
Hashimoto. the Japanese prime 
minister, delivers a speech at the 
United Nations General Assembly 
session on environment and then 
begins a five-day visit to the 
Netherlands and Norway- Foreign 
minis ter Mr Yukihiko Dceda meets Mr 


Javier Solana, the Nato 
secretary-general, in Brussels, while Mr 
Hiroshi Mitsuzuka, Japan’s finance 
minister, arrives In Beijing for four 
days of talks with Chinese leaders. 

FT Surveys 

Business Books, India 


WEDNESDAY 


Fit for a princess 

A collection of 

HHl f * resses owne< * 

Wales, are to be 
auctioned by 
Christie's in 

i New York. The 

safe the so 

dresses will be 

conducted an a non-profit making basis 
on behalf of the Royal Marsden 
Hospital Cancer Fund and Aids Crisis 
Trust US cancer and Aids charities 
will also benefit The dresses date from 
the years during which the princess 
made official appearances in the UK 
and state visits all over the world. Most 
of the garments were the creation of 
British designers and by fer the largest 
group of dresses in the collection is by 
Catherine Walker. 

Opec may warn on prices 

The Organisation of Petroleum 
Exporting Countries begins its summer 
meeting in Vienna amid a new boat of 
weakness in world oil markets. 

Industry analysts do not expect the oil 
ministers to make any radical 
adjustments to the group's production 


I ceiling. There may, however, be a 
I public warning to members producing 
| well beyond their quotas to rein in 
; their output if prices weaken farther, 
j Chi prices reached a high of around S2S 
[ a barrel in January, but they have 
[ since slid steadily to their current level 
| of around$18abarreL 

I Trade tops agenda 

EU-Japan summit takes place in the 
| Hague. Trade issues, notably 
| European-led calls for more 
deregulation in the Japanese economy, 
will feature prominently. Both sides 
will also discuss the follow-up to the 
summit of leading industrialised 
nations in Denver. The EU-Japan 
, summits are aimed at forging closer 
cooperation between Europe and Asia, 
partly to balance the political and 
economic preeminence of the US. 

Ouffook for Japan 

The Bank of Japan is due to publish its 
widely-watched tankan, the quarterly 
survey of business confidence and 
economic conditions. The survey is 
regarded as a vital determinant of 
monetary policy. The outlook for the 
Aprfl-June quarter is expected to show 
weak sentiment among large 
manufacturers and non-manufacturers, 
indicating that Japan’s economic 
recovery is still fragile. 

FT Surveys 
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THURSDAY 


Investment forum 

The Crans-Montana forum, like the 
better-known World Economic Forum, 
brings together top politicians and 
business leaders for talks at a Swiss 
mountain resort Investment in eastern 
Europe and in countries on Europe's 
perimeter - central Asia. North Africa 
and the Middle East - is the focus of the 
four-day forum. The guest of honour 
will be Rafik Al-Hariri, Lebanon's 
prime minister. Company executives 
pay handsomely for the opportunity to 
meet politicians responsible for 
in f ra s tructure contracts worth billions 
of dollars in such areas as energy, 
roads, ports and telecommunications. 
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FRIDAY 


EU focus on enlargement 

The Dutch presidency will present the 
new treaty of Amsterdam to 10 
countries from central and eastern 
Europe who want to join the EU. as 
well as fellow candidates Cyprus and 
Turkey. The meeting is the first chance 
for the putative members to react to 
the failure last week of EU leaders to 
agree on reforms of institutions and 
decision-making which many believe 
raises a new hurdle to enlargement 
The US is believed to have lobbied 
heavily for Turkey to be given a seat at 
the meeting, even though the EU has 


made clear Turkish memberahip is 
! realistic in the near future. 

Meetings on masso 

More than LOGO Japanese companies 
will hold their annua! shareholders 
meetings at a time of a growing 

number of scandals over links brtuwn 
corporate racketeers, ur "sobuya. 
with Japanese leading banks anu 
securities houses. Snkaiya commonly 
threaten to disrupt shareholders 
meetings unless they receive pay ofis. 

FT Survey 
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SATURDAY 


Taipei peace rally 

Taiwanese political groups are tine to 
stage a mass peace rally shortly before 
Hong Kong’s transfer to Chinese 
sovereignty to demonstrate opposition 
to unification with Beijing. The rally 
will be held in Taipei and organisers 
expect tens of thousands of 
participants. The event is intituled to 
show Taiwan is an independent 
country and China's "one country, two 
systems" formula devised for Hong 
Kong cannot be applied. 

Rugby union 

South Africa v British Lions, Durban. 

Boxing 

Evander Holyfield (US) fights Mike 
Tyson (US) in Las Vegas. 


SUNDAY 


Albanian vote 

Albanians are 
parliamentary 

turmoil sparked 

-jSSEr j A fe ?-" Q j. 

pyramid schemes. Violence is still 
sweeping the country despite the 
presence of 6,000 European troops led 
by Italy. The polls are being supervised 
by the Organisation for Security and 
Cooperation in Europe whose mediator. 
Franz Vranitzky, the former Austrian 
chancellor, has rejected suggestions 
that voting be postponed. Election 
candidates have been prevented from 
campaigning in some areas. Last year’s 
elections were won overwhelmingly by 
President Soli Berisha’s Democratic 
party but were marred by widespread 
vote rigging and intimidation. Analysts 
say Berisha’s Democrats may yet 
emerge the winners against the 
Socialist party of Fatos Nano. 

Motor racing 

French Grand Prix at Magny Cours 

Compiled by Bob Vincent. 
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ECONOMIC DIARY 


Other economic news 

Monday: West German 
inflation during June, out at 
some ' point this week, is 
likely to be subdued because 
of weak oil prices. The mar- 
kets are looking for an 
annual rate of 1.5 per cent, 
unchanged from May. 

Tuesday: The Bank of 
Japan Tankan survey for 
June is expected to show 
weakness, as fiscal austerity 
and a stronger yen dampen 
business optimism. After a 
positive reading in March, 
the index may drop again 
below zero in June. 

Wednesday: The UK’s visi- 
ble trade deficit for April is 
expected not to show any 
great deterioration despite 
the strength of sterling. The 
markets are looking for a 
deficit of £580m after £67lm 
in March. 

Thursday: US initial job- 
less claims for the week end- 
ing June 21 are forecast to 
show a slight drop from the 
347,000 reported in the previ- 
ous week, as the labour mar- 
ket remains tight 

Friday: Japanese indus- 
trial production during May 
is expected to have gone up, 
after a 0.5 per cent monthly 
decline in April. The consen- 
sus forecast is for an 
increase by 2.3 per cent 


ACROSS 

1, 6 Draw plants on display 
these next two weeks $5) 
9 A northerner In Berkshire 
(5) 

10 Alter appearance - grieve 
at a change 0) 

11 Places screened for motor- 
ists (S3) 

12 Priceless pup Beatrice - a 
bullish trend (6) 

IS It depends on man y ani- 
mals (4) 

14 Edict to follow or dance 
around in (9) 

18 Worn out? Make them 
atone (S) 

19 Issue note and the French 
come round (4) 

21 Save bar (6) 

23 Heavenly ale thereabouts! 
( 8 ) 

26 Italian fellow follows my 
French, a churchman obvi- 
ously (9) 

27 Negotiate rooms with rural 
views (5) 

28 Pearl’s mother. In a man- 
ner of speaking, can return 
to regiment (5) 

29 Imperils crazy Dane lead- 
ing Poles around Germany 
(9) 


Statistics to be released this week 


Day Economic Me 

B a la — d Country Statistic For 

Mon . Canada Apr International securities transac. . CS 

Jun 23 Holy Jun 1 1 cities consumer price index* 02 

Italy- Jun 11 cities consumer price index*' 1.6 

Tub US Jun consumer confidence 121 

Jun 24 ■ US Jun Redbook 21 June 

Japan Jun BOJ Tankan Dt, manufacturing 0 

Japan Jun BOJ Tankan Dl, ntxi-manufacturing^7 
Japan '97 Tankan capital spending 3.5 

Japan Jun trade balance, 1st 10 days, notf 

Wed Ranee May consumer price index finer 02 

Jun 25 Francs May consumer pries Index final*" 0.8 

Italy Apr quarterly unemployment 12. 

UK. Apr -global visible trade ' -£5 

UK May ex-BJ visible trade -24 

US May durable orders 0.5 

US May durable shipments ' 

Canada May department store sales** . 06 

Canada Apr fix-weight employee ownings'* 2.G 

Canda May leering indteatoret - 0.8 

US May existing home sales 4.0 

Sweden May trade balance ' SK 

Thu France May household consumption ' -0J 

Jun 26 Sweden May producer prioe Index** 1.1 

Norway .‘Jun unemployment rate - nocf 
US Initial claims 21 June - 


DOWN 

1 Soundly swing a wood (5) 

2 Operator diapkya the speed 

of sound back in the street 

(9) 

3 Strip the queen: agitation 
results (G) 

4 Old desk puts Pat and ven- 
dor at odds (9) 

5 Regulation Frenchman 
with an appendage (4) 

6 No marines are average (8) 

7 As before, about to elimi- 
nate (5) 

8 Small tenor has weird 
mates round for something 
to eat (9) 

13 Ann met him casually - at 
1 across possibly (3,6) 

13 A turn round in the action 
changed the property (9) 

16 First is someone with less 
feeling (6,3) 

17 Ain’t deep enough for ris- 
ing waters? (4,4) 

20 Infection associated with a 
north European (6) 

22 I believe the worst in pricy 
Nice (5) 

24 Records leanings (5) 

25 Keen to shape a Joint (4) 


-C$2.1 bn 


Jun 27 Japan 


SKr12.3bn 


Day Economic Maria 

n ala a — ri Country SMteflc For** 

Canada May industrial production price index* 0.2% 

Canada May raw materials price Index 2.1% 

US M2 - week ended June IB 

Japan Jun wholesale price Index, 2nd 10 days 
Fri Japan May industrial production-}- 2.3% 

Jun 27 Japan May sNpmontet 

Jte»n May retail sales'* 

Japan May job offera/seekets ratio 0.71 

China May M2 202% 

France Apr trade balancef FFrtO. 

Ranee - Jun INSEE Industrial survey -7 

Italy May hourly wages 4.5% 

Denmark May ixwmptoymant reset 73% 

UK Ql gross domestic product final*** 1 . 0 % 

UK Ql gross domestic product final** 3.0% 

UK Ql -current account EO-Sbr 

US Ql gross domestic product final 5.8% 

During the we ek 

Germany May producer prioe index* 0.2% 

Germany May producer prioe index"* 1.1% 

Germany May import prices' 0.2% 

- - Germany -May. Import prices** 2.6% 

. - Japan . May supermarket sates” 


FFr9.8bn 




ru intaca Pm Mi Ftadftoaitarnunp 
S281VR 2U.MB7 

m nw no raiM 
UfiM Odd** MB® d«yran 

mam tn m w *® 

■m cumi cMun eumn cm™ 

WHO HJB 11.73 1 234 CO 

MOO 10JH ”58 ISM 2.18 

am IN 858 1801 2l» 

0200 tom 150 1BB1 2J1 

ana ton 858 woi ;i 

0300 1003 858 >001 2.18 

0330 1001 850 1081 218 

MOO >003 890 1881 215 

OOO 1803 850 1001 211 

OSH 1089 050 1801 215 

030 1188 850 350 880 

WOO 1188 700 708 888 

0830 1138 B8l 881 BIS 

0700 1181 *50 850 808 

8733 fOOT 858 1801 2lB 

0800 U5i 850 858 880 

0830 1188 1150 1281 2«0 

0000 115* M80 1581 218 

8130 l* 74 1158 1581 218 

1888 1589 17.4* 1783 518 

1030 1759 1350 1381 2<9 

1100 17.18 1751 IM 518 

1130 1758 1781 '8*2 518 

OOO 3218 2281 2288 2 IS 

1230 2210 2251 233 518 

1300 7210 2531 332 515 

1830 2210 2251 2282 215 

1408 175* 17*1 1832 212 

1430 IBJS3 1150 1188 BOD 

1508 1583 1157 U57 880 

1830 1418 TUB (188 088 

1800 1452 850 *50 080 

1830 1442 550 890 880 

1700 1418 2*8 880 080 

1730 t303 250 850 080 

1808 15*3 250 950 080 

1838 15*2 1838 1080 880 i 

1900 15*3 1080 1880 CUE , 

1830 1442 053 950 083 I 

2000 1*42 US 1155 001 

2030 1883 1154 1188 080 

2100 1883 1138 1134 0 00 

2130 14 42 PUB 0230 51* 

2200 1887 9520 9250 519 

2230 1857 2981 2153 518 

2300 1887 1754 1755 218 

EDO 1786 1744 1786 21* 

2400 1404 1050 1081 513 

Pim an 06— a Bu s! lor omy M-nnu’ In aadi 
mmv5ou> haw patad. rttsss m in porata per 
ro gnBi t ipw. raun and to muikmoiMbb. 
to c o wi na» in pmtx pm » » ■ mu — 
lUMl ®9* duMUOo "WOO OOO M IB Bta 
•at op C188&MWII Mm 18MpMMi 
PiOMWan M> bm OOMmMan el pow pica b 
nato h Podnj and Sadmara Agceemn 
a** Bwont m opmun oi on WocwcHy 
Dad ta Eriatand and WtatoTba Flaw ftrttai 


- Japan ' ' May department store sales** 

Ttstth n rwiflvTyrwi yr, "*qrtr on qrtr, Braised f so a sona By actuated 


StaosJKs Starxixd S Poor's MATS 



MONDAY PRIZE CROSSWORD 

No .9,408 Set by COURTIER 

Six bottles of Davys Celebration Champagne for the first correct solu- 
tion opened and three runner-up prizes of £40 Davys food and wine 
vouchers redeemable in person or by past These prizes are available 
only to winners living In England. Scotland and Wales. Winners with 
overseas addresses will receive a set of silver-plated place name bases 
and cards. Solutions by Thursday July 3, marked Monday Crossword 
9,408 on the envelope, to the Financial Times. 1 Southwark Bridge, 
London SE1 9HL. Solution on Monday July 7. Please allow 28 days for 
delivery of prizes. 


Address-- 


pad pleao n aqi ay iMifl Malt a M 
pod prim te M Ay, FW pod put® ara riba 
capaeia « naastan. nra Tamratti S«Wa 
Uh d Syma Paca rTSP) b caaiBM » 

Kaaond OM Company pc 17400 um 
oparaian aratepaan or *s aacMdv 
UOBMriM cytHM tart* parpoaad 
(•anfcftig a.* mmo fevaitwcpandanol 
nxtpan cnwoMarecuatlMGyNQCgnri . 
n Had) on o^obub noa by ncc nn M 

Pod TSPftafeacadMeirawMn Pad I 
Sang Prtca la lie pike pda by pontarara el 
ahafcOy uMaran pad baaiganaBBBaNra* * 
iidaa>4*ni an Bmawamaand Pod 

PurehaMPnte Furtiyrlriiiiiii^aiaipetl 
pnea » pmnad on mm* etlte Peel and on 
T»an band el NCCay Em* Sedan*® 
anawcwudm SameoaLMdAnyiMa 
wmng to recdn anfiiriamaaidwtiri 
Maptaia OiiSStS 6783 MMdi Um atf 

bi SB# Men** * Friday. 

CEfMgy SetJowons aM HMnwpqn 3**«a 


PniOiiHMiManMbniupw 

8M Mcaay prang an 
mom*aMMa«<«n 
— ~n — 7ra P40) If t-anB 
2SA1M? 2& DB.1W7 

HO IW W ISu— 

13 m* pm p —b m a aa >M1 rf BUn 

pa-tad p rca pa para pn» 

HUB LMM1 Iiawi C. vital twuni 

0830 1210 1030 IBM 212 

0*00 12.'0 030 9 SO PM 

8130 13.10 BSJ 9« 212 

HMD 1210 350 on 213 

one 1210 *50 1 * 212 

0300 1210 533 9U 212 

03J8 1210 HO 5® 2>2 

0400 1210 99 9® 212 

0430 1210 950 212 

asm ia« «so *« 212 

0830 98< 700 7.00 OK- 

ouo 7® 7® 7m 300 

0830 1001 700 74*4 000 

070 a Nun 750 7M am 

mao 1284 *50 9® BOO 

aim tW mo <ih can 

0930 14.72 9 SO 9m 212 

0300 1020 *50 *89 2.12 

0930 i|74 1251 1230 212 

1000 nil 1454 1457 212 

1030 2353 1817 1858 2i2 

1100 22*3 Mir 1858 212 

1100 23*4 19.17 <85* 212 

1200 4159 1817 18® 212 

1330 41*0 ZUO 8379 212 

tam 414* am an 212 

1330 2X87 14 ® 14£ 212 

14® 1*71 14® I4£! 212 

1430 1951 1244 1282 212 

150* 1989 1244 1282 212 

1530 1*25 1244 1289 212 

10*0 1*20 V244 1X82 212 

1030 28.12 1244 1282 212 

■ 700 3029 1244 12G2 212 

1730 8027 <800 1819 212 

WO 1*25 1850 181* 212 

1139 1874 >8® 1819 212 

19 m 2257 1244 082 212 

1*39 2257 1244 13.82 20 I 

Torn I*® 11 ® ns* on 

803D 14.71 11® >1® 0® 

21® 1471 II® 1105 050 ; 

31® 14.7) 12 »4 1282 212 

am suit 1355 is® 212 

son 2257 2221 22® 212 

23® 2237 2221 Kt® 212 

2330 1471 1235 13® 2.12 

2*00 1229 11® II® 0® 

Pita® on annnaiM b> my haOJwwn tocn 
fmray4our hoar BnWt An® ora in pounta pet 
naBtaaon-nau. iwadB tma aomai praam 
To camM prtotai *■ p«naa pra Wowm-omr rm 
pem «**« a mMBtme van w no 
MH,*gci80SndMibaecma i£flSpnciMt 
Pmuan to bm dMormoaian oi pod pom* B 
■aHraPooigMsamrtooHiiM 
•ditah Buwma Aa eparaoen of na atacoictay 
®d «i Enoraod aM IMolla Pod Pukmm 
P ita* li 8® boa oi On Rapp® a> paymenra 
aa tapwi iw o tat tapaq t* i W04.* i 

MU (nmn M pod tbs cdmUi® d pal 
pric® k o htfiy cm**® na tno pma® ai 
^■di M autjad m ranrai u EOTfcam (md 
W Vta mn da ntaB»alloiauiaHI»ialp®i 
uric® ora dDMBMiod lamkuiav 
ri*H n d«a asdng wtMtaai* m n 

9® pnoatatty d l®9 mtaai mu* aamMOan. 
no ra®*® dndri tta ptacad ®on praraond 
pod 0 fe® v my ay bong m saw ® M 
pod prtan lo> ltd ay FtaaipedjjnoMaraano 
copBbtadraaaai Tbs itemaon Sen*® 
ll® a SwtM PriOi fTSPl ■ doiypM Pylfu 
MaOoral tM Ostawy (to (W3C1 M* on 
ppaakn 8M ayatadWM d ® ftaomv 
nranuuniynan® BtapuDcaocf 
ooBWOMnamng ■ooiirammaonei 
M u® OtaQR on C3CUMIM by NOS ma 


pitx B pradBU ® bdua el ne Rsd and Vi 
TGPan bonaoi NCC by EMyy SoUan**® 
did hfemritan Stam Uaaa Mymi 
«®Nne ta rarnbe 9901 amnaeuii ihuuu 
tadpnmo 0T15 ME 57® bdmwi md 

S-iBpm unay to fiu® 

CEnaiay SnBUnanoi and Maanatan Sanap® | 


WINNERS 9,396: Mrs HJ. Kindness, Woking, Surrey; 
Mrs Anne Gardner, Stourbridge; A.P. Montefiore, 
Ax bridge, Somerset; Cecil Nightingale, Capel, Surrey 


Solution 9.396 


□□aSOQ QQSQQnQB 

ana n m m n 
□sonaa nnoHoaDQ 
aaaoaflnn 
aaanaaiuo nsmoiSB 
a n 0 a a q n 
□qqq aanaHEaBEiB 
a □ m b n ra 

aSH0DI300QI3 BEE® 
□ 0 0 0 0 0 1! 
Hniaamo □BBHUinHB 

Q0H000HB 

aaaaniaDQ onEnac! 
q a ci a 0 0 B 
□HdOaQQQ 0D0C10D 



FCTE ffSVJES AND EATING 
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